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This article is based on a research survey conducted in the spring 
of 1958 by graduate students of the New York University School 
of Retailing as a part of their regular training in retail research. 
Chairmen of the eight committees were: Daniel Manning, Peter 
Sidoran, Donald C. Stansfield, Eran Call, Grier Robinson, Mark S. 
Handler, Robert L. Ricard, and Robert McClure. Faculty mem- 
bers who led the seminar groups were: Gordon C. Cross, Hans 
Krusa, and Isabel B. Wingate. Dr. Ellsworth was general director 


and supervisor of the project. 











Conduct of Survey This is one of the findings of a sur- 
vey of eight regional shopping centers 


When visiting a shopping center, _— : 
conducted by the Research Division of 


nearly all customers make a few pur- 
chases, although some are not neces- 
sarily the ones originally planned. Retailing. It follows up a similar study 
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of three Long Island centers made a 
year ago. 

Eight student teams conducted the 
surveys as part of their regular gradu- 
ate training. They interviewed 4,524 
shoppers in the centers on a generally 
nonselective basis, although they did 
limit most interviews to the parking 
lots. Morning, afternoon, and evening 
periods were covered. The interviews 
began as early as March 25 and ran as 
late as April 19, the dates varying 
somewhat from center to center. There- 
fore, some of the findings for indi- 
vidual centers must be viewed in the 
light of pre-Easter and post-Easter 
shopping patterns. 

The centers studied were Cross 
County, Yonkers, N.Y.; Bergen Mall 
and Garden State Plaza, Paramus, 
N.J.; Great South Bay, Babylon, L.1.; 
Green Acres, Valley Stream, L.I.; 
Korvette City, Carle Place, L.I:; Mid- 
Island Plaza, Hicksville, L.I.; and 
Roosevelt Field, Garden City, L.I. 


Incompleted Purchases 


Planned purchases were not com- 
pleted in one to four or one to three 
instances, depending upon the center. 
Most often the disappointed customer 
had sought women’s apparel. Most 
commonly, shoppers cited poor selec- 
tion as the reason for not finding the 
item sought. Lack of stock was the 
second reason most frequently cited 
for failure to complete a planned pur- 
chase, and price was the third most 
frequently stated reason. 

In only one center did customers cite 
poor service as a significant reason for 
failing to make the desired purchase. 
Here 14 per cent of those who did not 


make a planned purchase cited poor 
service as the reason. 


Completed Purchases 


Apparel, mainly women’s wear, made 
up the bulk of the items sought by 
shoppers, few of whom spent less than 
five dollars and many of whom spent 
more than ten. This finding is par- 
ticularly interesting in view of the 
tendency for the average department 
store sale to run a little higher than 
the five-dollar mark. 

The pre-eminent position of women’s 
wear as a shopping center item is 
shown by the finding that it comprised 
as much as 60 per cent of the pur- 
chases made in Bergen Mall and 52 per 
cent of the items bought in Mid-Island 
Shopping Center, This merchandise 
category fared almost as well in the 
other centers, with the exception of 
Korvette City, which did relatively 
more business than the other centers in 
appliances, home furnishings, and food. 

The strength of women’s wear and 
apparel items generally in the shopping 
centers raises a question as to whether 
or not this situation reflects the physical 
space limitations in the shopping cen- 
ter branches as compared to the down- 
town parent stores. It seems easier to 
offer full assortments and selections in 
apparel items in limited space than it 
is to offer this same depth and breadth 
in the bulkier home lines. 


Location Chief Attraction 


The biggest single factor attracting 
the shoppers to the centers was geo- 
graphic location. For example, at Cross 
County, 79 per cent of the shoppers 
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gave this as their reason for patroniz- 
ing that center. The second most im- 
portant reason given was good mer- 
chandise assortment. Here, Great South 
Bay showed the highest proportion (42 
per cent) attracted for that reason. It 
may be significant, in this connection, 
that Great South Bay is the most out- 
lying of the Long Island shopping cen- 
ters. Therefore, it may be offering 
larger and more complete assortments 
than were available previously. to the 
shoppers in this region. This is some- 
what different from the prevailing sit- 
uation at most centers where shoppers 
accept smaller assortments in exchange 
for the convenience of not having to 
battle big-city traffic and congestion. 

Korvette City again varied from the 
general pattern, showing 5/7 per cent 
of its shoppers attracted by good val- 
ues, once again demonstrating the pro- 
motional impact of this center. 

Only a minority of the shoppers 
traveled alone, most being in parties of 
two, three, or four persons. A minority 
traveled more than twenty minutes, 
to visit the centers, and very few 
traveled more than half an hour. 


Department Stores Lead 


In all centers, department stores 
proved the dominant attraction. Typi- 
cally, the shoppers visited a department 
store and one other retail establishment. 
However, Cross County, Bergen Mall, 
and Great South Bay showed varia- 
tions from this pattern. In these cen- 
ters, the typical shopper, while visiting 
a department store, also tended to make 
more visits to other stores. 

Where shopping centers adjoined, 
shoppers tended to trade in both. For 
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example, about two thirds of the shop- 
pers at Roosevelt Field and Korvette 
City patronized the two centers. How- 
ever, only 16 per cent of the Korvette 
City shoppers and 10 per cent of the 
Roosevelt Field shoppers visited both 
centers on the same day. 

Garden State Plaza and Bergen Mall 
also exchanged customers. Twenty- 
nine per cent of Garden State Plaza 
shoppers indicated that they would be 
going to Bergen Mall the same day, 
and 19 per cent of Bergen Mall shop- 
pers declared their intention of visiting 
Garden State Plaza. 


Women Main Shoppers 


Typically, the shoppers were women 
more than 30 years old. About nine in 
ten were married, and more than half 
had children under 18 years of age. 

Most commonly, family incomes 
ranged between $100 and $150 a week, 
with the bulk falling between $100 and 
$200. 

Chief breadwinners in the families 
tended to be in professional, manage- 
rial, and white-collar occupations. 
Families generally had lived in their 
communities for more than five years." 


Changes in Patronage 


Each of the shopping centers had 
drawn its patronage from older, well- 
established business communities. All 
drew sizable proportions of their cus- 
tomers from New York City. Cross 
County also took significant propor- 
tions of its customers from the Bronx, 

1 Readers who would like to obtain a list for each 
center showing shoppers by place of residerce can 
do so by writing to the Journat or RETAILING, 


New York University, 1010 Main Building, Wash- 
ington Square, New York 3, N.Y. 
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PART I—THE SHOPPERS 
1. A majority of the shoppers were women, about half of whom were ; 
between 31 and 45 years of age. 
Under Over No 
Shoppers at Sex 18 18-30 31-45 45 Answer All Cr 
Coens COUR ck isisaes BR ie hh beens 1% 21% %SI% 27% 25% Ge 
Female ......... 1 31 46 21 1% 75 Be 
- Co 
ae 7 2 49 22 3 100% (600) | Gr 
Garden State Plaza..... ree 2 18 53 19 8 21% Gr 
Female ......... 3 2 48 21 6 77 Ke 
No Answer ..... - 8 38 8 46 2 Mi 
Fs ‘a 2« 
| Se eee 3 21 49 20 7 100% (600) Co 
ee | 21 57 19 3 14% 
Female ......... 2 28 47 21 2 83 y 
No Answer ..... .. 25 25 ys 25 3 le 
RG < coeesyes 1 27 48 21 2 100% (476) er 
Combined Centers ...... BENE eos ok ia'g 6a 1 19 54 19 7 18% ce 
Female ......0.. 2 25 48 21 4 79 ke 
No Answer ..... .. 17 31 17 35 3 dr 
° SRR 2 2 4 ~ 21 5 100% (1076) : 
th 
Grent Some May ss... ss REBIe 4... .cedees os 40 38 22 ve 8% 
Female ......... 1 44 39 16 - 90 1a 
No Answer ..... .. 77 23 ~ Bh 2 an 
|| | en orn 1 45 38 16 ne 100% (507) uf 
Green Acres ........... SR see i 2 20 50 27 1 21% be 
Female ......... 2 25 50 22 l rf 4 Y. 
No Answer ..... rs 35 43 20 7 Is 
DE ae 2 25 49 23 1 100% (602) 
Cy. Cae. | | | a a 2 26 46 22 4 42% 
Pemale ......... 2 31 48 15 4 56 
No Answer ..... .. 45 31 8 15 2 
ROR eae 2 29 47 18 4 100% (560) 
SES are | || 4 20 54 21 1 19% 
Female ...<..2s. 4 37 39 19 1 81 
FER C 
ia gsc ula 4 34 42 19 1 100% (601) a 
Roosevelt Field ........ SS ee ee 30 50 15 5 18% ¢ 
Female ......... 1 42 48 8 l 80 } Cc 
No Answer ..... .. 27 45 18 10 2 Gr 
ee Gr 
eee ee 1 39 49 9 2 100% (578) K 
Combined Centers ......Male ........... 2 24 49 22 3 25% M: 
Lo A 34 46 16 2 73 Re 
No Answer ..... 1 36 41 17 5 2 Ce 
ere 2 32 47 17 2 100% (2341) 
i 
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2. About 9 in 10 shoppers were 


married. 

Married 

(Per Cent 

Shoppers at of Total) 

Re a eae 87% 
Garden State Plaza... .......scesees 84 
ERS ERE 55.5 g's Sone le v9 ees 88 
ommend GEMters 2... cick ec iacce 86 
AMEE PONE TIO. odin cde ces oes 95 
IE 8 costes ded cao weno 88 
CO EE ea 91 
RR a ae cargo Saree errr 90 
eee 88 
ered MCONTEES 5. 6a sce ds cc ieiieais 89 


Yonkers, and White Plains; the New 
Jersey centers from Hackensack, Pat- 
erson, and Newark. Nassau County 
centers invaded the Hempstead mar- 
ket most heavily, although they also 
drew shoppers who patronized Jamaica 
stores. Great South Bay center exerted 
the greatest influence on customers who 
had formerly shopped in Hempstead 
and Babylon stores. 

This impact of shopping centers 
upon surrounding communities had 
been indicated in the previous New 
York University study of three Long 
Island centers. The latest study seems 


to support that finding as well as the 
observation that the pulling power of 
a center tends to drop off sharply once 
the customer has to travel more than 
twenty minutes to reach it. 


Summary 


In summary, the findings of this 
study indicate the following: 

1. Once customers visit a shopping 
center they almost always buy some- 
thing. 

2. There is a major potential for in- 
creasing sales in the one fourth to one 
third of the shoppers who fail to make 
planned purchases. 

3. Shopping center customers con- 
centrate on apparel items, with women’s 
wear most prominently sought. 

4. The chief attraction of shopping 
centers is their location, although good 
merchandise assortments are also a 
significant factor. 

5. A large majority of the customers 
visiting a center shop in the department 
store, but they also make numerous 
visits to other stores in the grouping. 


3. Over half of the shoppers had children under 18 living at home, 
and most of these had 2 or more children. 


Children 
Under 18 
Living at 
Flome 
(Per Cent 


Shoppers at of Total) 


ET ee ee re 57% 
Garden State Plaza.............. 52 
IE, irate gid anle paren yg 60 
Combined Centers ............%. 55 
reat Sottth Bay. ......c.0260%.. 71 
Re ERECT PeCe C Tee 59 
SE EIN ns ids chee swe heeds 68 
EE Re ee me 1 
Roosevelt Field ................. 62 
Combined Centers .............. 66 


* Question was not asked at center. 
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Four 

and No 
One Two Three Over Answer 
36% 42% 17% 4% 1% 
36 40 18 + 2 
35 42 15 7 1 
36 41 16 6 1 

* * * * * 

35 45 13 4 3 
31 47 16 6 
a 48 20 9 
33 47 15 5 - 
30 47 16 6 1 
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4. More than I in 3 shoppers reported total family incomes in excess of 
$151.00 per week. 





0- $101.00- $151.00- $201.00- No 
Shoppers at $100.00 $150.00 $200.00 Over Answer | 
CE IT os sidatcxsssces 30% 39% 15% 11% 5% | 
Garden State Plaza.......... 22 32 24 16 6 
| | a ara 37 24 20 17 2 
Combined Centers ........... 28 29 22 16 4 | ce 
Great South Bay............ 25 43 16 12 4 Ga 
SE WEDD cicceckaseaciee’s 21 40 24 13 2 Ber 
GUNN GRD consbscanssestd 20 32 25 17 6 Cor 
ne Bete Tree 16 36 24 14 10 | Gre 
Roosevelt Field ............. 23 39 22 13 3 | Gre 
Combined Centers ........... 20 37 23 14 6 Ko 
Mi 
Ro 
Cot 
5. The shoppers belonged primarily to managerial, professional, or tion 
“white-collar” families. 
Mana- Profes- White Skilled Unshkilled 
Shoppers at gerial sional Collar Labor Labor Military Other 
Cross Gounty i ic.sccccsecs 10% 37% 18% 18% 5% 1% 11% 
Garden State Plaza........ 24 23 26 16 3 1 7 8 
PS BEE nccccccsvdses 19 22 20 3 1 3 
Combined Centers ......... 28 21 24 18 3 1 5 
Industrial 
ne maaan, 
Great South Ray.......... * 19 38 31: 7 ig 
SY eee ee 8 25 31 20 5 1 10 
Korvetie City ............. 22 27 13 23 3 1 11 1- 
Mid-Island ............4.. 12 25 28 23 5 1 6 l1-< 
Roosevelt Field ........... 17 27 25 20 3 3 5 21-; 
Combined Centers ........ 15 26 24 22 4 1 s Ove 
* Question was not asked at center. 
1-] 
6. 9 in 10 shoppers had lived in their communities over 1 year. i 
Less than One- Over No Ove 
Shoppers at One Year Five Years Five Years Answer No 
GE Se scncccbisccases 5% 18% 76% 1% 
Garden State Plaza............ 8 26 64 2 
SN eee cee neces 7 27 65 1 
Combined Centers ............. 7 27 65 1 
Great South Bay.............. 9 53 37 1 1-1 
Gee AMD os ccsscseisccess 7 26 66 1 _ Tle 
Korvette City ...........00005 9 35 54 2 |, = 
NN oie Lcyixckensnivns 11 46 42 1 Ove 
ee re 8 43 46 3 
Combined Centers ............. 9 38 2 1 : 


Wi 
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PART II—THEIR SHOPPING HABITS 


7. The shoppers cited “convenient location” as the chief incentive for 
coming to the centers.* 


Good 
Con- Merchan- 
Advertise- venient dise Good 
Shoppers at ment Location Assortment Value Other 
Oc 5 a 2% 79% 15% + 16% 
Garden State Plaza........... 7 33 24 7 46 
ET ines s sede wiewes 1 43 33 + 34 
Combined Centers ............ 4 38 28 t 40 
Geent South Bay............. 6 49 42 + 20 
MRIIIOD. oc sas so 5Apo008 6 54 22 4 21 
OO ae Oo) 5 4 24 11 57 17 
CE rer 8 42 19 7 35 
Roosevelt Field ..........00+. 7 42 31 + 30 
Combined Centers ........... 6 41 21 30F 25 
* Percentages do not add up to 100 because of multiple responses. 
t Question was not asked at these centers; percentage for combined centers reflects only centers where ques- 


tion was asked. 


8. Shoppers who lived within 20 minutes traveling time made the most 
frequent visits to the centers. 











Once 
Once a Every 
Traveling Week or Two Once a Less Fre- First No 
Time Shoppers at More Weeks Month quently Visit Answer 
Cross County 
1-10 Minutes .... 43% 68% 21% 5% 4% 1% 1% 
11-20 Minutes .... 42 48 2 8 15 3 1 
21-30 Minutes .... 8 17 28 13 32 6 4 
Over 30 Minutes... 7 10 7 14 52 17 — 
ee 100% 51] 23 8 14 3 1 
Garden State 
Plaza 
1-10 Minutes .... 24% 54 23 9 9 1 4 
11-20 Minutes .... 47 39 31 16 10 3 1 
21-30 Minutes .... 18 27 25 19 15 12 2 
Over 30 Minutes.. 10 19 10 21 10 34 6 
No Answer ...... 1 = 50 50 -- — -- 
Pale sansasstwe 100% 38 26 15 11 7 3 
Bergen Mall 
1-10 Minutes .... 41% 64 19 11 1 4 1 
11-20 Minutes .... 43 43 27 18 6 5 1 
21-30 Minutes .... 10 37 29 18 8 8 _— 
Over 30 Minutes.. 6 21 24 21 3 31 —_— 
Bt Sine eews 100% 50 24 15 4 6 1 
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TABLE 8—Continued 
Once 
Once a Every 
Traveling Week or Two Once a Less Fre- First No 
Time Shoppers at More Weeks Month quently V isit Answer 
Combined 
Centers 
1-10 Minutes .... 31% 60 21 10 5 2 2 
11-20 Minutes .... 45 41 30 16 8 4 1 l 
21-30 Minutes .... 15 30 26 18 13 11 2 2 
Over 30 Minutes.. 8 20 4 21 8 33 4 C 
No Answer ...... 1 — 50 50 —- — — h 
| eee 100% 43 25 15 8 7 2 
Great South 
Bay 
1-10 Minutes .... 39% 77 15 6 1 1 — 
11-20 Minutes .... 41 44 34 14 6 1 1 G 
21-30 Minutes .... 10 6 32 35 23 4 — 
Over 30 Minutes... 9 10 18 29 27 16 — 
No Answer ...... 1 50 50 — — — — 
C 
| a eee 100% 50 25 14 8 2 ] G 
Green Acres B 
1-10 Minutes .... 55% 78 14 3 3 1 1 C 
11-20 Minutes .... 31 51 23 11 6 8 i G 
21-30 Minutes .... 10 36 23 17 3 20 1 G 
Over 30 Minutes.. 3 11 22 22 17 28 — K 
No Answer ...... l 100 — _ — — — M 
= R 
| | Ror 100% 63 18 8 4 6 1 C 
Korvette City 
1-10 Minutes .... 23% 54 18 15 12 — 1 
11-20 Minutes .... 36 22 17 25 34 1 1 
21-30 Minutes .... 20 16 27 24 29 3 1 
Over 30 Minutes... 20 20 10 25 32 12 1 
No Answer ...... 1 — — 50 — 50 — 
\ | Daa eee a 100% 28 18 22 27 4 1 
Mid-Island 
1-10 Minutes .... 29% 64 16 14 6 — — 
11-20 Minutes .... 45 42 f | 16 9 2 — C 
21-30 Minutes .... 13 25 17 26 25 7 — G: 
Over 30 Minutes.. 12 14 18 27 33 8 — B 
No Answer ...... 1 — 100 — — — — C 
nee 10096 43 23 18 13 3 _ - 
Roosevelt Ki 
Field M 
1-10 Minutes .... 25% 48 27 19 5 1 — | Re 
11-20 Minutes .... 45 36 27 24 10 2 1 C 
21-30 Minutes .... 21 20 25 33 18 4 — 
Over 30 Minutes... 9 6 23 19 37 15 — 
I 





PP atecerawes 100% 33 26 23 13 4 1 
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Traveling 





Time Shoppers at 
Combined 
Centers 
1-10 Minutes .... 33% 
11-20 Minutes .... 39 
21-30 Minutes .... 16 
Over 30 Minutes... 11 
No Answer ...... 1 
BAN? eee sees 100% 


TABLE 8—Continued 


Once 
Week or 
More 


Once 
Every 
Two 
Weeks 


17 
25 
24 
16 
25 


21 


Once a 
Month 


10 
19 
26 
24 
25 


18 


Less Fre- 
quently 


5 
14 
20 
32 


14 


First 
Visit 


mwWwWN W 


noe 


No 


Answer 


9. A majority of the shoppers were accompanied by one or more persons. 


Shoppers at 


Oe Oe a er 
Garden State Plaza......... 
oc | a ae 
Combined Centers ......... 
Creat SOU) Bay... .4i6.2s. 
Oe rr 
Meorvette Gy occ csdeaswcs 
RRP ISEMD Sak cde eee 
Roosevelt Field ............ 


Number of People in Party 





One 
37% 


39 


2 


Two 
37% 
30 
51 
40 
39 
42 
41 
45 
38 
42 


Three 


16% 
19 
22 
20 
22 

9 
20 
18 
12 
15 


PART IlI—THEIR PURCHASES 


Four or 
More 


6% 


12 
10 
11 

9 


mn NI & Ww 


Answer 


4% 


Fe ag 


10. About 9 in 10 shoppers made purchases, almost half of which were 


Purchasers 


(as Per 

Cent of 

Shoppers at Total) 

Cross County ...... 91% 
Garden State Plaza.. 82 
Bergen Mall ....... 93 


Combined Centers .. 87 
Great South Bay... 91 


Green Acres ....... 91 
Korvette City ...... 91 
Mid-Island ........ 93 
Roosevelt Field .... 88 


Combined Centers .. 91 


women’s wear.* 


Women’s 
Wear 


49% 
44 
60 
52 
47 
42 
17 
52 
47 
40 


Men's 
Wear 


15% 
15 
16 
16 
10 
16 
10 
17 
13 
14 


18 
27 
23 
35 
16 
15 
KY 
17 


21 


Children’s 
Wear 


23% 


* Percentages do not add up to 100 because of multiple responses. 
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A ppli- 
ances 


2% 


4 
1 
a 
1 
8 


19 
3 


CO bo 


Home 
Furnish- 
ings and 

Furni- 


ture 
17% 
18 
22 
20 
16 
30 
13 
13 
17 
18 


Food 
24% 


15 
13 
14 
23 

9 
21 
13 
15 


14 


Other 
18% 
29 
18 
24 
29 
34 
4] 
17 
32 
31 
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11. There was a direct relationship between total weekly family income and 
dollar amount spent at the centers. 


Dollar Amount Spent 





$100.00 ; I 











Total Weekly Under $5.00- $10.00- $30.00-  $50.00- and No 
Family Income Purchasers at $5.00 $9.99 $29.99 $49.99 $99.99 Over Answer 
Cross County 
0-$100.00 .......... 30% 21% 24% 45% 9% 1% «. - | $1 
$101.00-$150.00 .......... 39 23 20 42 10 3 1% 1% $1 
$151.00-$200.00 .......... 15 13 15 54 10 7 ais 1 $2 
PM Kivsccsceves 12 25 14 38 19 4 ‘s N 
Ee 4 14 14 50 18 sé 4 
ED citstivseteceumad 100% 21 19 44 11 3 1 1 
Garden State 
Plaza 
0-$100.00 .......... 22% 34% 22% 30% 6% 6% 290 ks $1 
$101.00-$150.00 .......... 32 22 25 29 15 4 3 2% $1. 
$151.00-$200.00 .......... 25 17 26 34 16 5 2 $2 
OU EU C - 15 25 17 35 13 3 4 3 No 
FeO Ss kes taewhes 6 23 34 37 3 3 
REL Ssh vse see aw hows 100% 24 24 32 12 4 2 2 
Bergen Mall 
0-$100.00 .......... 37% 24 24 31 14 6 2 $1 
$101.00-$150.00 .......... 25 26 18 31 13 9 2 1 $1: 
$151.00-$200.00 .......... 19 20 20 KAS 18 6 1 $2( 
$201.00-Over ............ 17 15 15 41 17 11 1 Nc 
NOE: wna biscdecans 2 ss 13 75 ik es is 12 
| RR For renme ar 100% 22 20 34 14 7 2 1 
Combined 
Centers 
OBIORD 2.000000. 29% 2 23 30 11 6 2 “* $10 
$101.00-$150.00 .......... 29 23 2 30 14 6 3 2 $15 
$151.00-$200.00 .......... 22 18 24 34 17 ° 1 1 $20 
SROe OUST osc cccccess 16 20 16 38 15 7 Z 2 | No 
SO EE ocsnesdeadons + 18 29 45 3 5 
RU kee isbcucdae eis 100% 23 22 33 13 6 2 1 
Great South 
Bay 
OSIGROO .....2000- 25% 21 32 34 8 2 1 2 $10 
$101.00-$150.00 .......... 43 12 26 39 18 3 1 1 $15 
$151.00-$200.00 .......... 17 9 17 as 22 8 es | $20 
eee ere 12 11 21 21 25 18 + No 
SE -ccvasedpeeee 3 21 57 8 14 af 
| rrr rere 100% 14 24 37 17 6 1 1 


W 
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TABLE 11—Continued 


Dollar Amount Spent 





Total Weekly Under $5.00- $10.00- $30.00- $50.00- = No 
Family Income Purchasers at $5.00 $9.99 $29.99 $49.99 $99.99 Over Answer 
Green Acres 
0-$100.00 .......... 22% 31 26 26 9 5 2 1 
$101.00-$150.00 .......... 39 31 24 29 13 1 1 1 
$151.00-$200.00 .......... 23 23 27 39 7 3 1 
$201.00-Over ............ 14 29 22 34 12 1 2 
MO ENE, sks kecasawes 2 17 17 50 8 8 
PA GAGsadsaeecee aces 100% 28 25 32 11 vs 1 1 
Korvette 
City 
0-$100.00 .......... 20% 37 24 26 9 4 
$101.00-$150.00 .......... 33 32 21 27 12 4 3 1 
$151.00-$200.00 .......... 24 22 21 30 17 2 6 
OE 6 re 17 19 24 40 9 1 7 
re 6 21 18 50 11 
MEE veeiceays cote seses 100% 28 22 31 12 3 3 1 
Mid-I sland 
i) 16% 18 28 35 12 6 a 1 
$101.00-$150.00 .......... 35 17 24 38 17 3 1 
$151.00-$200.00 .......... 25 10 24 38 15 9 4 
BOUL IVEE occ ccsccves 14 14 16 44 22 3 1 - 
a ee 10 16 24 25 21 5 2 7 
Me waeew snes xe exes 100% 15 23 37 17 be) 2 1 \ 
Roosevelt 
Fiel 
Pe i vecenvens 22% 20 3” 38 8 aa 1 3 
$101.00-$150.00 .......... 38 21 23 41 10 3 2 
$151.00-$200.00 .......... 23 17 27 43 9 2 2 
BOOLO-OVET o.oo ccc eee 13 27 38 22 11 1 i 1 
ee eee 4 26 27 32 5 5 5 
PS ARE tease sacs 100% 21 27 38 9 Z 1 2 
Combined 
Centers 
ee 20% 27 27 31 9 s l 1 
$101.00-$150.00 .......... 37 25 23 34 13 3 1 1 
$151.00-$200.00 .......... 23 18 25 37 12 4 3 1 
BOE O-OVET 2.206. .c008- 15 22 24 35 13 2 3 1 
DIE sndsnieesdbawe 5 19 22 35 15 3 3 3 
Pe cs uchsueeuu ca sash 100% 23 25 34 12 3 2 1 
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12. The shoppers tended to limit their visits to a department store and one 
other store in the centers. 


Type of Store Visited 

















Variety ( 
and Jr. 
Depart- Women’s Men’s Depart- No ( 
; Shoppers at All * ment Wear Wear Shoes Food ment Other Answer | 
Cross County ..... 228% 73% 34% 6% 26% 19% 40% 30% 
Garden State Plaza. 162 85 18 6 8 9 18 18 43 
sergen Mall ...... 217 87 37 7 16 14 41 14 1 
Combined Centers . 176 86 27 7 10 11 19 16 1 ( 
Great South Bay.. 207 if 36 3 14 23 41 18 = 
Green Acres ...... 198 82 17 “4 9 8 40 34 1 
Korvette City .... 143 86 7 7 7 26 . 28 3 | 
Mid-Island ........ 185 87 21 9 16 10 $2 10 ne 
Roosevelt Field ... 175 87 14 7 8 19 24 15 1 
Combined Centers . 176 86 i7 + 87 gy 18 327 21 1 
* Percentages do not add up to 100 because of multiple responses. 
t These are departments in main store: total percentages reflect only the other three centers. 
13. Three in 10 shoppers failed to make planned purchases . . . 
3 2 
Failing to Make Making Other 
Planned Purchases Purchases (as 
(as Per Cent Per Cent 
Shoppers at of Total) ae Pe 
EE eee e eT TET e EEE Ee 83% 
OO EE Tg re 28 68 
EIU tee OS eo cS cil id a Skee ws 24 80 
SO Ce a a 26 ifs 
SEIS RORY 5.4.55 Gis oan coda sisseseaae alee 30 82 
EPR gs... 6st ayo srs she ke eco as Sons 24 80 
Raia es mars ra een ae ae a BP 38 93 
EE cr eceviwcasipaedssinnsstssasaevea™ 33 86 
ai cunh indi adedunnanen ™ 32 80 
eI ORES hv se bwaandaG su ans seeuaes oz 85 : 
] 
( 
14. . .. half of which were in the women’s wear category.* : 
Home ] 
Furnishings 
Women's Men's Children’s A ppli- and 
Shoppers at Wear Wear Wear Food ances Furniture Other I 
Cross County ....... 51% 7% 16% 1% 3% 15% 9% 
Garden State Plaza.. 55 10 8 re 1 14 14 
3ergen Mall ........ 61 7 16 1 1 11 4 \ 
Combined Centers ... 57 9 11 | | 13 10 \ 
Garden State Plaza.. 49 0 23 1 1 14 9 . 
Green Acres ........ 31 14 8 1 7 28 22 . 
Korvette City ...... 14 6 11 3 18 24 30 i 
Mid-Island ......... 44 9 23 by 1 13 17 I 
Roosevelt Field ..... 43 6 14 1 2 14 24 
Combined Centers .. 33 8 14 1 f 19 23 I 
* Percentages do not add up to 100 because of multiple responses. 
J 








y 
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15. The shoppers listed “poor selection” as their 
main reason for not buying.* 


Poor Out of Price too Poor 
Shoppers at Selection Stock High Service Other 
Cross County ....... 57% 16% 8% 2% 21% 
Garden State Plaza.. 43 yo 8 14 14 
Bergen Mall ........ 2 + 8 + 11 
Combined Centers ... 59 25 + 8 147 13 
Great South Bay.... 42 28 11 1 22 
Green Acres ........ + 7 + + + 
Korvette City ...... 34 48 10 1 9 
Mid-Island ......... 46 18 10 3 25 
Roosevelt Field ..... 53 18 9 3 17 
Combined Centers .. 477 294+ 10+ 27 177 


* Percentages do not add up to 100 because of multiple responses. 
¢ Question was not asked at these centers; percentage for combined centers reflects only centers where 
question was asked. 


PART IV—CHANGES IN SHOPPING HABITS AFTER 
CENTERS OPENED 


16. Cross County drew heavily from New York City, the Bronx, and 


Yonkers. 
Merchandise New York W hite Mount New Cross 
Category City Bronx Yonkers Plains Vernon Rochelle Other County 
Place of Shopping Before Center Opened 
Women’s Wear ...... 31% 20% 14% 12% 7% 3% 13% ~- 
Men’s Wear ......... 31 21 14 11 7 3 13 — 
Children’s Wear ..... 26 18 13 10 7 3 23 — 
PINHIONS) oes cic ews Oo 19 18 10 7 2 19 — 
Home Furnishings and 
PUrMIRUFE 26600680. 28 21 17 9 7 2 16 _ 
Ss eee ee renee 16 26 24 8 7 3 16 — 
Place of Shopping After Center Opened 
Women’s Wear ...... 13 6 3 7 2 1 6 62% 
Men’s Wear ......... 17 7 4 6 3 1 6 56 
Children’s Wear ..... 9 6 5 6 2 1 17 56 
Appliances .......... 12 7 7 7 5 1 14 47 
Home Furnishings and 
Corre et. a 14 8 7 7 4 1 9 50 
SE eee 8 18 16 6 5 3 11 33 
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PART V—THEIR VISITS TO 
ADJACENT CENTERS 


20. Relatively more shoppers in 
Garden State Plaza had visited or 
planned to visit the adjacent center 
on the day interviewed than did 
shoppers in Bergen Mall.* 


Per Cent 

Shoppers at of Total 

(plemen tstate Tinga... ..... 65.0000 29% 
Pe MN 6c Soa whee cedaseense 19 


* Question was asked only at Garden State l’laza 
and Bergen Mall. 


21. Over 6 in 10 shoppers traded at both Roosevelt Field and Korvette City, 
although a majority of these made infrequent visits, . . . 


Shopping 
Adjacent 
Center Once a 
(Per Cent Week or Once Every Once a Less First No 
Shoppers at of Total) More Two Weeks Month Frequently Visit Answer 
Korvette City .... 64% 19% 17% 24% 37% 1% 2% 
Roosevelt Field ... 66 8 15 37 39 — 1 


22... . and few of them shopped 


both centers on the same day.* 


Usually Shopping 
Adjacent Center on 





Same Day 
Cc 7 oo 
Some- No 
Shoppers at Yes No times Answer 
Korvette City ... 16% 60% 18% 6% 


Roosevelt Field .. 10 48 38 4 


* Question was asked only at Korvette City and 
Roosevelt Field. 























The Basic Way to Improve 
Department-Store Selling 


ROBERT H. MYERS 
Miami University 
Oxford, Ohio 





tinuing staff capacity. 





The author makes a convincing argument for the separation of 
buying and selling functions in a department store. He also out- 


lines the proper function of the personnel department in a con- 

















The poor status of retail selling in 
department stores is a major concern 
of many theorists and practitioners in 
the field of marketing. Persistent re- 
ports are made of ill-mannered, indif- 
ferent, poorly trained, and nonmoti- 
vated sales personnel. Anyone who has 
shopped recently in a department store 
has undoubtedly experienced incompe- 
tent handling of a sales situation. What 
is the reason? Is it due to the inferior 
type of personnel attracted by the low 
pay scale in the retail field? Is it be- 
cause retail sales training is generally 
inadequate? Is it that retail compen- 
sation and incentive methods do not 
motivate the retail salesperson to do 
her best? Or is there still another 
reason ? 

The underlying reason for ineffective 
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selling in department stores is basic or- 
ganization weakness. If department 
stores were properly organized, the 
training and supervision of salespeople 
would be greatly improved. 

Poor retail salesmanship in depart- 
ment stores stems, to a great extent, 
from the illogical grouping of functions 
and a lack of clear division and defini- 
tion of authority and responsibility for 
the selling function. If the buying and 
selling functions in department-store 
organizations were clearly defined and 
divided so that the responsibility for 
proper performance of these functions 
would be definitely fixed and the full 
benefits of specialization in these di- 
vergent functions attained, the quality 
of selling in department stores might 
increase substantially. 
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Management experts are in general 
agreement that the structure of any or- 
ganization should be based on the main 
functions that organization performs. 
Ralph C. Davis, well-known manage- 
ment authority, says in The Funda- 
mentals of Top Management (Harper 
and Brothers, 1951) that there are 
three basic functions in all business 
fields: (1) providing the capital needed 
to create and distribute utilities, (2) 
creating the utilities, and (3) distribut- 
ing the utilities created. Applying this 
logic, the three basic organic functions 
of a department store would be: (1) 
providing the capital needed to create 
and distribute utilities—Treasurer and 
Controller, (2) creating utilities—the 
Store Operations and Merchandising 
Divisions, (3) and distributing the utili- 
ties created—the Sales Promotion Di- 
vision. 


Typical Department-Store Organi- 
zation 


Most large department stores are or- 
ganized on the basis of Paul Mazur’s 
four-function plan of organization de- 
veloped in his Principles of Organiza- 
tion Applied to Modern Retailing 
(Harper and Brothers, 1927), with the 
personnel function added as a major 
store function. (Mazur included the 
personnel function within the store- 
manager function.) This organiza- 
tional structure found in many large 
department stores, together with the 
activities performed within each major 
functional division, are shown in Chart 
Ia. Chart Ib indicates the relationship 
between the personnel and merchan- 
dising divisions of many large depart- 
ment stores. 
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CHART Ib 
Relationship Between Personnel 
and Merchandising Divisions 
Personnel General 
Director Merchandising 
| I 
Floor Division 
Superintendent Merchandise 
Manager 
l 
Buyer 
(Department 
Manager) 
l 
Assistant 
Buyer 
verses! 
Salespeople 


The personnel function, in any large 
organization, is a staff function. It is 


_ performed by the line organization 


until the firm becomes so large that, 
due to the economies of the division of 
labor, it becomes practical to “pull out” 
the personnel function from the line 
organization and make it a specialized 
staff function to advise and assist the 
line organization in the performance of 
the personnel function. Responsibility 
for the proper selection, training, and 
supervision of personnel remains in the 
line organization. The staff is there to 
help the line in performing the person- 
nel function properly, or even to per- 
form the function, subject to line 
approval. 

The organization charts of many 
large department stores and their prac- 
tices indicate that the personnel func- 
tion is carried out as a major line func- 
tion by these stores. This is the case in 
Chart Ia where the research depart- 
ment and the assistant general manager 
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are shown to be in a staff capacity, and 
the personnel division is placed as a 
major line function. If this is actually 
the case, a serious division of responsi- 
bility between a major division and the 
personnel function is created. For ex- 
ample, who is responsible for the 
proper performance of salespeople in 
a department? The department man- 
ager, as immediate line superior of the 
salespeople, should be responsible. But 
if the personnel function is in line or 
semiline capacity, responsibility for 
proper performance by the salespeople 
is not definitely fixed. 


Illogical Organization of Buying 
and Selling Functions 


Another major error in department- 
store organization is the combination 
of the basically dissimilar buying and 
selling functions in a single store divi- 
sion, the merchandising division, and 
the segregation of parts of the same 
function (1.¢., selling function) in sepa- 
rate store divisions. Thus the depart- 
ment buyer is responsible for both the 
buying and the selling functions of his 
department, and the division managers 
are responsible for the buying and sell- 
ing functions of their divisions. Dis- 
similar activities are combined in the 
same functional division. On the other 
hand, there is a serious splitting up of 
the selling function, the personal sell- 
ing part being performed in the mer- 
chandising division and the impersonal 
selling (advertising and display) being 
carried out by the sales-promotion 
division, 

Department-store executives often 
justify the combination of buying and 
personal selling functions in the mer- 


chandising division by pointing out 
that, to fix responsibility for depart- 
mental profits, buyers and division 
managers must be given authority over 
the buying and selling of the merchan- 
dise of their divisions. It is also urged 
that those who know the merchandise 
most thoroughly are in the best position 
to sell it. But if this reasoning is fol- 
lowed, should not the product engineers 
of the automobile manufacturer be out 
selling the cars? After all, who knows 
more about the product than they? 
Should not the tailors of the suit 
“double in brass” and sell the suits on 
the retailer’s floor? In fact, all selling 
should be done by those who make the 
product if this logic is followed 
through. The advantages of specializa- 
tion would then be forfeited in the ef- 
fort to fix responsibility. This is what 
has happened in most department-store 
organizations. 

But buying and selling are distinct 
functions and should be separated from 
one another if the full benefits of the 
division of labor are to be realized. 
Making a car is one highly specialized 
task; pointing out the benefits of the 
car to a prospective customer in a per- 
suasive manner is another highly spe- 
cialized task. So in a department store, 
the purchasing of merchandise suited 
to customer wants and needs is one 
job; the task of bringing out the at- 
tractive features of that merchandise 
to a prospective customer is another. 

The result of combining the buying 
and selling functions in the merchan- 
dising division is that the buyer’s job 
is too big. The continuous training 
and supervision of salespeople is then 
slighted. Once centralized initial train- 
ing of salespeople is completed, they 
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usually receive no further instruction. 
The floor superintendent has no au- 
thority over the salespeople once they 
are assigned to a department, and the 
buyer is too busy trying to carry out 
his numerous and varied functions to 
supervise the development of his sales- 
people. It does not remedy matters to 
ive the buyer the euphonic title of 
department manager. He still has more 
to do than he can do competently. 

By suggesting that the buying and 
selling functions be segregated, it is not 
implied that close co-ordination be- 
tween these two functions is unimpor- 
tant—indeed, it is extremely important. 
Buyers must be in close touch with 
customers to learn their needs and 
wants, and a wealth of valuable infor- 
mation of this type can be supplied by 
salespeople. Similarly, salespeople can 
sell more effectively if they have a 
thorough knowledge of the merchan- 
dise they are selling and the ways it 
will help fulfill customers’ wants and 
needs. This interchange of information 
and assistance between the buying and 
selling functions can only be effective 
if liaison between the two functions is 
very close. But close co-ordination be- 
tween oroduction and _ distribution 
functions is essential in any organiza- 
tion; however, such co-ordination can 
be achieved without placing these two 
dissimilar activities in the same major 
organization division. 


Recommended Department-Store 


Organization 


In order to separate the buying and 
selling functions and clearly to deline- 
ate personnel as a staff function, an 
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organization structure for department 
stores based on Davis’ three-functional 
plan is recommended. 

The Treasurer’s function is to pro- 
vide capital for the creation and distri- 
bution of utilities. 

The function of the Vice President 
in Charge of Production is to create the 
utilities, or to handle the merchandising 
and building and operations functions 
in a department store, which are the 
basic utilities provided (or created) for 
customers, 

The Vice President in Charge of 
Sales is charged with the distribution 
of the utilities or all personal and non- 
personal selling activities. 

The personnel officer is in a staff ca- 
pacity. He will perform the functions 
of employment and the centralized ini- 
tial training of salespeople. He ‘is a 
specialist jn the field of personnel. Un- 
der this new organization set-up, the 
personnel officer’s major responsibility 


ame be to advise and assist the floor 
s 


uperintendents and department man- 
agers in the continuous training and 
supervision of salespeople. However, 
the «ultimate responsibility for the 
proper training and performance of 
any salesperson must remain in the line 
organization, with the immediate line 
superior of the salesperson involved” 
Otherwise a serious division of au- 
thority and responsibility will develop 
to the detriment of effective selling 
per formance. 

These recommendations are incorpo- 
rated in Chart IIa. In this organiza- 
tion, the buying and selling functions 
would be clearly defined and divided. 
The department manager would be re- 
sponsible for effective selling in his de- 
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CHART IIb 


Suggested Relationship Between Merchandising and Sales Divisions 
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partment; the buyer, who because of 
his specialization in buying might be 
able to buy for two or three depart- 
ments selling closely related merchan- 
dise, would be responsible for having 
the right merchandise in the depart- 
ment at the right time and in the 
proper quantity. The personnel func- 
tion would be carried out as a staff 
activity. 

Chart IIB shows the relationship be- 
tween the merchandising and sales di- 
visions in the recommended depart- 
ment-store organization. Relieved of 
his personnel-supervision duties, the 
buyer can concentrate on buying and 
may be able to merchandise two or 
even more departments. Floor man- 
agers and department managers can 
devote full time to the training and 
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supervision of salespeople. The per- 
sonnel division now has no line func- 
tion. Its main functions are employ- 
ment, centralized initial training, and 
advising and assisting floor managers 
and départment managers (the line 
organization) in the continuous train- 
ing and floor supervision of sales- 
people. 

With the buying and selling func- 
tions clearly defined and divided, and 
with the responsibility for each func- 
tion definitely fixed, proper perform- 
ance of the selling function should be 
much more readily achieved. In short, 
proper, logical department-store or- 
ganization should go a long way to- 
effective _ selling 


ward _ providing 


throughout the store. 








How Price Changes Should Be 
Handled by the Manufacturer | 


























A Study of Retailer Attitudes : 
WILLIAM J. PILAT 
President, Russell W. Allen Company, Inc. 

Retail success is dependent, in no small part, on relations de- 

veloped and maintained between merchant and manufacturer. A 

major headache in recent years has been the fluctuating price, and 
retailers have sought some agreement among themselves on what € 
are fair practices and how these should be enforced. For instance, : 
what advance notice should be demanded from the manufacturer ! 
about a price change? How much of the loss resulting from price f 
change should be absorbed by the manufacturer and how much ti 
accepted by the retailer? Also, how much freedom of deciston p 
should the retailer exercise in conveying reasons for change to the p 
consumers? a 

A leading research consultant reports here the results of his 
recent investigation into retailer attitudes on such problems. Under- | C 

standing what other retailers expect and demand of manufacturers 
may serve, like knowing the other fellow’s operating ratios, to | n 
improve conditions on the home front. Mr. Pilat’s article ts based ©) 
upon a speech delivered last spring to the American Management ti 
Association. - 
| I 
t 
ti 
From the standpoint of a retailer or change the rate of markup. If the h; 
a distributor, any price change by a manufacturer's way of handling the \\ 
manufacturer will change the value of change forces an inventory loss, or de- . 
any stock on hand on the effective date, creases sales or markup, the retailer bh: 
can change the rate of sale, and may must seek a method of dealing with the a 
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manufacturer that will be more to his 
(the retailer’s) advantage in the future. 

Because specifics are more instruc- 
tive than generalities, the following 
two questions were asked of typical de- 
partment-store buyers and merchandise 
managers by the Russell W. Allen 
Company : 

1. Can you give one or more il- 

lustrations of good and bad 
handling of price changes by 
any of your resources in recent 
years? 
What policies and practices do 
you suggest tor manutacturers 
faced with making price 
changes ? 


nN 


Thoughtful replies came from retail 
executives responsible for directing 
total store operations as well as from 
those in charge of merchandising all 
types of apparel, accessories, and home 
furnishings. Asa result, many illustra- 
tions of good and bad handling of 
price changes, from the retailer’s view- 
point, were received. Direct quotations 
follow. 


Case Studies 


Case 1 (Criticat). “On Friday 
night, January 17, at the closing hour 
of business, —— announced a reduc- 
tion in sheet prices of 5 per cent on 
muslins, 8 per cent on white percale, 
10 per cent on colored percale, and 5 
to 10 per cent on striped percale. 

“This came at a particularly poor 
time for retailers because most of them 
had stocks peaked for the January 
White Sales. There was no advance 
warning, and timing could not possibly 
have been worse. In this market, prices 
are guaranteed until the date of de- 
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livery, and all shipments made through 
Friday the 17th were shipped at the 
old prices. The reason given by 
and the other mills that followed suit 
was that they were forced to reduce 
their prices because of the competition 
of the unbranded lines. Inasmuch as 
this competition is not a new factor, it 
appears that the manufacturers picked 
a time to make their announcement 
when they would be least affected profit- 
wise.” 





Case 2 (Criticac). “In June 1957, 
the Corporation suddenly dis- 
covered that its brands of Cashmere 
sweaters had been adversely affected 
by their prices being higher than their 
competitors’. Accordingly, they wrote 
all customers and prospective custom- 
ers of a downward price revision, ef- 





fective immediately. 

“This produced little result, as retail 
stocks were high at the time. Back- 
to-school sweater deliveries were being 
completed and stores were thinking 
more of selling than buying. All this 
announcement succeeded in doing was 
unsettling their regular accounts who, 
of course, had to mark down current 
stock in line with new cost prices. 

“This is an example of poor timing 


of a price change.” 





CasE 3. (CriticaL). “The 
brand of acrilan luxury bed and bath- 
room rugs, selling both in linens and 
rugs (and a hot item all over the coun- 
try at a decent profit to all) was sud- 
denly reduced as of January 1. It was 
bad handling because the price change 
came without previous warning so all 
stores were confronted with a heavy 
markdown. This item is carried in both 
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ovals and oblongs in various sizes and 
colors, so no inventory could be low. 

“The manufacturer was thinking of 
only his problem of meeting possible 
competition on an item that he had 
had exclusive for some time. There 
was no offer to markdown, although 
current orders were shipped at lower 
prices. The price change was announced 
by form letter with no advance notice. 

“Because of a direct-to-the-Presi- 
dent howl from me—long distance— 
the salesman at least held off reduction 
in our city until February 1, by asking 
all stores to participate in saving mark- 
downs, giving stores thirty days to re- 
duce inventories.” 


Case 4 (CritTicaL). “A carpet com- 
pany, on the very first day of a big 
market, announced reductions on a 
number of basic items in their line— 
the kind most stores usually ware- 
house. Markdowns were not taken into 
consideration, nor a time lag set up to 
allow stores to run out of stock. The 
move also killed any desire to buy be- 
cause of the general uncertainty set up 
in the market by this move. The rea- 
son for the change was uncertain, al- 
though claims were made that it was 
done because of lower wool prices. 

“The price announcement was made 
verbally in the showrooms—no advance 
notice. Stocks at our stores were rela- 
tively low but, no matter how low, the 
markdown was substantial. 

“There was no plan on the manu- 
facturer’s part to set a given time for 
retail prices to change—no attempt 
made to protect the retailer.” 


Case 5 (CriticaL). “This is the 
case of brand of lingerie. A de- 
crease in price was announced about 





the first of March and, I believe, gave 
the retailers thirty days’ notice, at the 
most, that the prices on much of the 
line would go down. This raised a 
storm of protest from retailers all over 
the country because stores had large 
inventories on which they were faced 
with a large markdown. If memory 
serves me correctly, the pressure caused 
the manufacturer retroactively to push 
backward, about sixty days more, the 
effective date of the stock reduction to 
January 1 and to issue a rebate on 
shipments from January 1, forward. 
This still did not satisfy retailers in 
general because retail stocks were 
naturally high on March 1. I would 
say the effect of the price change on 
dealers was bad, but I do not remember 
any particular response by consumers 
to rush in and take advantage of the 
change. In connection with the above 
illustration, the following comments in 
the trade press are of significance : 
On Monday, April 4, lower re- 
tail prices on thirty-five popular 
styles became effective with 
the new wholesale prices retroac- 
tive on shipments since March 1. 
Since Monday, Company 
changed the retroactive date for 
its new wholesale prices from 
March 1 to February 1. This, of 
course, gives the retailers an addi- 
tional month of rebates on mer- 
chandise bought at the old prices. 
In some quarters, it is felt that 
lowering retail prices between now 
and Mother’s Day is a reflection 
of poor timing. The reason given 
is that Mother’s Day, traditionally 
the second best (to Christmas) 
selling period of the year, in the 
lingerie industry, is a time to trade 
up, to promote higher priced rather 
than lower priced merchandise. 
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This may be the beginning of a 
chain of price revisions. Since 
Monday, two other major knit- 
underwear manufacturers have 
disclosed price reductions. There 
is a major difference, however, in 
that only wholesale prices are in- 
volved now—with retail-price re- 
ductions scheduled after Mother’s 
Day in both instances. 


CasE 6 (CriticaL). An article in 
the Home Furnishings Daily (Janu- 
ary 23, 1958) entitled “Trade Wide 
Price Cuts in Rugs Seen” discusses 
the matter as follows: 


Since Monday, four major man- 
ufacturers have announced price 
reductions on selected qualities. 
Many manufacturers consider this 
a very inappropriate time to cut 
prices but feel they will have te 
go along with the rest of the indus- 
try. However, in announcing its 
price cuts, said that it was 
able to take the adjustment because 
of current costs of materials, and 
it is in line with the policy of 
“passing the savings on to our re- 
tailers promptly.” 

An official of one of the major 
mills openly worried over the 
total effect of the price cuts, said 
that everyone is working on a 
pretty close profit margin already, 
and that it takes considerable de- 
liberation before any move can be 
made. 

There is a big difference in 
making price adjustments for the 
manufacturers who sell direct and 
those who sell through distribu- 
tors. The producers who sell di- 
rect generally do not assure price 
protection to retailers, and the re- 
tailer suffers immediate dollar 
loss in inventory whenever a price 
cut occurs. The manufacturers 
who sell through jobbers give a 
six-month protection period to the 
distributor, and thus any price cut 
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is retroactive for half a year. In 
this case, the manufacturer suffers 
the dollar inventory loss and not 
the distributor. 

While it is “standard” to give 
the six-month protection to dis- 
tributors, there are some producers 
who will only provide a three- 
month period to cover prices for 
the jobbers. However, the indus- 
try in general provides the six- 
month protection for distributors. 


Case 7 (Approvinc). “In the in- 
stance of price decreases on merchan- 
dise, one of the two largest lingerie 
manufacturers has had price decreases 
at various times in the past. We were 
notified at least forty-five days in ad- 
vance by mail. A detail of the new 
cost and suggested retail prices by 
style numbers was given to us. A 
specific date was set for the new price 
to go into effect. We were then to 
re-mark all merchandise to the new 
price for selling on that date. The 
public was not notified by the manu- 
facturers, and we do not believe it was 
necessary. When it was considered to 
be important, we ran an advertisement 
in the local paper specifying the new 
low prices on the merchandise. All 
purchases, during the forty-five-day 
period prior to the effective date for 
the decrease in price, were billed to us 
at the lower cost and continued to sell 
at the higher price. Markdown was 
then taken on merchandise in stock at 
change-of-price date. Over a forty- 
five-day period we were able to relieve 
our stock of the merchandise to be 
reduced and did not take a loss. This 
was only on certain styles and not on 
the entire line, so that concentrated 
effort could be put on moving the mer- 
chandise and was in an area of faster 
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selling type merchandise. Therefore, 
we did not have to take a loss. I be- 
lieve this to be a fair way of handling 
this situation, and the manufacturer 
shuld not notify the public but allow 
stores to use their own discretion in 
publicizing.” 


Case 8 (ApprovinG). “In another 
instance, concerning fountain pens, we 
had a price decrease on certain num- 
bers in the line. We were given two 
weeks’ notice for the effective date of 
the new low price and then were given 
merchandise at no cost in the amount 
at retail to compensate for the loss in 
retail value of the present stock to be 
sold at a lower price. Selection of the 
replacement merchandise was not 
limited but allowed on items of our 
own selection. No publicity was dis- 
tributed to retail customers by whole- 
salers or manufacturers but again the 
store was allowed to publicize to cus- 
tomers at its own discretion.” 


Case 9 (ApprovinG). “In another 
instance, we were notified in a letter 
from a cosmetic manufacturer that 
within two weeks prices would be 
changed. Merchandise purchased be- 
fore the price change date was billed at 
the old price, if the order was in the 
resource’s hands prior to the date 
specified. On short notice we were not 
able to buy additional stocks. We did 
not try to buy ahead on this type of 
merchandise. Because of competition, 
each store adhered to the price date 
set for the change. In cosmetics a de- 
crease in price was taken care of by the 
manufacturer giving credit for the dif- 
ference to new low cost upon inven- 
tory presented by the store.” 


Case 10 (Approvina). “A television 
manufacturer cut costs on a color con- 
sole as well as on a black and white 
set. On the color set, the price went 
from $645.00 to $499.00 at retail, and 
from $445.00 to $383.00 at wholesale 
with a resulting decrease in markup 
from 304 to 234 per cent. Since stocks 
were low, the loss was not a great one. 
It has been said that major appliance 
manufacturers never stand losses. Due 
to the new price on the color set, sales 
were stimulated. On the black and 
white set, retail went from $339.95 to 
$199.50, wholesale from $176.00 to 
$162.00, and markup from 26 to 19 per 
cent. Only a dozen units were on 
hand.” 





CasE 11 (Approvinc). “The 
Company (television manufacturer ) 
has a different arrangement for han- 
dling price declines. Dealers are re- 
quested to submit stock reports on a 
monthly basis. On price declines, losses 
are absorbed in accordance with the 
previous month’s stock report. If no 
report is submitted, there is no reim- 
bursement. 





Case 12 (Approvinc). “The 
Company (appliance manufacturer ) cut 
prices on a dryer from $149.00 to 
$139.00 retail. Our cost went from 
$113.00 to $98.00 with an increase in 
markup from 244 to 30 per cent. The 
result was a stimulation of sales with 
a resultant increase of markup. Stocks 
were normal, and there was no serious 
problem caused by this decrease.” 


CasE 13 (APPROVING). 
manufacturers feature an annual 20- 


per-cent-off sale. They absorb cost of 


“He slery 


sale and give us a rebate, including 
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stock in the store. Inventory is taken 
before and after sales to determine the 
amount sold.” 


Case 14 (Approvinc). “The manu- 
facturers of cosmetics usually give 
from one month to six weeks’ notice 
in writing an increase, which is sat- 
isfactory. The same procedure takes 
place when a decrease is anticipated. 
We carry about a two months’ supply 
of merchandise, which is governed by 
stock controls, preventing too high 
stocks. We had very few consumer 
complaints, which I think is good.” 


Case 15 (Approyinc). “An elec- 
trical appliance manufacturer an- 
nounced in January that his 11-inch 
frying pan would be a March special 
at a $3.00 reduction at list price for a 
limited quantity. This provided ample 
time to adjust our stocks.” 


Case 16 (Approvinc). “In the 
case of nationally advertised branded 
merchandise, I think the most effective 
pricing policy is that taken by several 
leading hosiery manufacturers. In 
order to encourage the retailer to carry 
larger basic stocks, these manufac- 
turers guarantee prices by stating they 
will absorb any markdown caused by 
wholesale price reduction.” 

These illustrations are typical of all 
the reports submitted about the han- 
dling of price decreases and are suffi- 
cient to identify attitudes that can be 
anticipated. 


Comments on the Handling of Price 
Increase 
Cas—E 1 (CriticaL). “Price in- 
creases were made all year long in the 
perfume and cosmetic line with prac- 
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tically no advance notice (from three 
days to delinquent notice). We were 
advised by letter but were given no 
opportunity to buy advance goods. 
There was no marked effect on con- 
sumers because all lines were doing 
the same thing.” 


Case 2 (CriticaL). “One of the 
largest rubber companies, maker of 
rubber-soled footwear, increased its 
prices as of January 1, 1958. We re- 
ceived no bulletin or official notice 
from the company itself. Our local 
salesman came in and told us about it. 
We received the price list just about 
one week before the cost change went 
into effect. It was possible that various 
dealers could have different prices in 
the same goods in the same city be- 
cause of this type of handling.” 


Case 3 (CriticaL). “A large corset 
firm brought out a brassiere to retail at 
$3.95, and the price was raised to $5.00 
within two months. The sales on this 
item dropped sharply. Had this been 
brought out as an introductory special 
for a limited, definite amount of time, 
or if they had introduced the garrnent 
at the $5.00 price originally, this would 
have been understandable to the cus- 
tomer.” 


Case 4 (CriticaL). “Another 
large firm introduced a strapless all-in- 
one garment at $16.50. No mention 
was made about this being an introduc- 
tory price. The price was raised to 
$18.50 within six weeks. Here again 
the sales dropped sharply. The same 
principle should have been applied as 
in the illustration above.” 


Case 5 (CriticaL). “A case of 
poor handling of a price increase oc- 
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curred in September of 1957 by a large 
cosmetic manufacturer. The notice of 
this price increase was dated Septem- 
ber 30, 1957, to be effective October 1, 
1957. In this case there was not enough 
time allowed for an effective increase 
by all retailers. There should be at 
least a fifteen-day notice or grace 
period prior to the effective date. In 
this case the reason was that a price 
change was made due to the rising cost 
of production.” 


Cas—E 6 (Critica). “The 
Company, makers of flatware, notified 
its dealers of a price increase during 
the week of January 25. The increase 
was effective two weeks earlier. No 
reason was given. No official an- 
nouncement was made nor was a cover- 
ing letter sent. Stocks were normal for 
the period. This was a case of poor 
handling because it caused sales at old 
retail prices that were only replaceable 
at higher costs. When sold on special 
orders at old retails, the stores were 
billed at higher costs based on new 
retails.” 





Case 7 (Approvinc). “A notice of 
price change by one company was dated 
September 12, 1957, stating a price 
increase in list prices to be effective 
September 16, 1957, with the new 
minimum retail prices to be effective 
October 1, 1957. . 
ficient notice and time to make the price 
changes, re-mark merchandise, and 
notify salespeople. 

“We feel that the dealers should 
know the reason for a price increase, 
but we do not feel that it is necessary 
to inform all consumers unless they in- 
quire.” 


. . This gave us suf- 


Case 8 (APPROVING). “One company 
increased the retail price due to in- 
creased labor costs. The announcement 
was made by letter and thirty days’ 
advance notice was provided. Con- 
sumer attitude has not been affected. 
The price change has not been an- 
nounced to the consumer and need not 
be.” 


Case 9 (ApprOVING). “In August 
of 1956, raised the retail price 
of their mattress from $69.50 to $79.50. 
The price of the mattress had remained 
at $69.50 for a number of years and 
their decision to raise the price was 
created by rising costs and a desire to 





subsidize retail advertising.” 


Case 10 (Approvinc). “Mr. 
mentioned the case of an increase put 
through by Mills on their Dis- 
ciplined Cotton line: $1.19 to $1.29 on 
solid colors and $1.29 to $1.49 on 
prints. The increase came at the be- 
ginning of the piece-goods season and 
he was informed by the salesman on 
his selling trip. All dealers were in- 
formed and all agreed to the new retail 








price. 





’s reason for increasing prices 
was because of the usual increase in 
labor and raw material cost to them. 
Since this line was sold on the basis of 
quality, did not feel like lessen- 
ing quality in order to hold the price. 

“Mr. thought that the increase 
was handled very well. There was no 








customer resentment since they ex- 
pected quality and were willing to pay 
a slight additional price for this. 
“Stocks were average at the time of 
the increase, and since it came early in 
the season customers were used to the 
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new price when the season moved into 
the January quantity buying period. 
Due to a large inventory in the print 
line, a small amount of money was 
made in this area and a little money 
was lost on the solids since the inven- 
tory was somewhat small in this cate- 
gory. 

“Mr. preferred to hear of the 
price change from the manufacturer 
either by bulletin or salesman. He, of 
course, also wanted to know the reason 
for the increase but questioned the 
value of passing this information on to 
the consumer. He thought thirty days 
was the right amount of time for a 
price decline with the resource pre- 
pared to handle markdowns if adequate 
time was not given. Price increases, he 
felt, could be made effective immedi- 
ately.” 





CasE 11 (Approvinc). “One of 
the largest children’s shoe manufac- 
turers increased his prices last fall. 
We were given at least thirty days’ 
notice so that we were able to price our 
shoes according to the new schedule in 
time for the opening of the season. 
The price increase caused no particular 
reduction in sales because it was han- 


dled properly.” 


CasE 12 (ApprovinG). “In Octo- 
ber 1957, prices were increased in 
sanitary goods and drugs. We were 
given at least one month’s notice, giv- 
ing us an opportunity to buy at the old 
price before the increase and to adjust 
our stocks. Notice of the change was 
made by letter.” 


Case 13 (APPROVING). “—— lug- 
gage was advanced in retail price, ef- 


fective January 1, 1958. sent our 
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store a Fair Trade Agreement which 
supersedes all previous amendments 
pertaining to the retail change on No- 
vember 12, 1957. 

“There was no advance on cost prices 
except a hat box, which went from 
$8.60 to $9.00. No written reason was 
given to the department stores for the 
advance in retail. All it did was to in- 
crease our markup picture. We have 
had no comeback to date on the retail 
advance from our customers.” 





Case 14 (AppROVING). “ Manu- 
facturing Company, by far our greatest 
volume resource in children’s shoes, is 
highly ethical but equally demanding 
on adherence to policy on all accounts 
whether large or small. 

“Written price changes are received 
on Saturday or Monday with the dead- 
line set at the postmark of the previous 
Friday. No verbal warnings are given 
ahead of time. All changes have come 
at season dips, never before the season 
peak. The reason or reasons are al- 
ways stated. 

“Since we operate on a twice weekly 
size-up, stocks are at generally low 
levels, though at times when we ex- 
pected a price increase we have, when 
possible, loaded in larger quantities of 
basic merchandise.” 


Summary 


From these reports it is obvious that 
retailers are primarily concerned with 
the effect of a price change on the value 
of their inventories and, secondarily, 
with the effect on future sales and 
profits. Any announcement of a price 
change can be timed to produce one of 
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the following three results as far as in- 
ventories are concerned. 


1. Inventory Value Can Be De- 
creased 
This can result from price de- 
creases whenever: 

a) There is no compensation 
or inadequate compensa- 
tion for the lowered sell- 
ing price. 

b) There is not enough time 
to sell existing stock at 
the former price before 
the price reduction be- 
comes effective. 


2. Inventory Value Can Be Main- 
tained 


This can be the result when- 
ever a decrease in price is made 
with sufficient time to sell 
existing stock at regular prices 
or the manufacturer compen- 
sates the retailer for the dif- 
ference. 


3. Inventory Value Can Be In- 
creased 


This can be the result of a price 
decrease or a price increase if : 
a) When prices are to be de- 
creased, a retailer can 
buy additional goods at 
the lower wholesale price 
and sell at the regular 
price prior to the effective 

date of the increase. 

b) When prices are to be in- 
creased, a retailer can 
mark up any existing 
stock to the new higher 
prices. If additional stock 
may be purchased at old 
costs before the price 
change is effective, there 
can be an additional in- 
crease in the value of re- 
tail inventory. 


As one merchandise manager put it: 
“No price change should force the re- 
tailer to take an inventory loss and the 
best change in price is one that gives 
the retailer a profit on his inventory. 
The manufacturer who keeps this in 
mind will cement closer, fonder rela- 
tions with his dealers. 

Additional considerations _ have 
longer range implications. If a price 
decrease occurs when stocks are high 
in the middle or beginning of a strong 
selling season, the retailer is likely to 
feel that his full sales potential is be- 
ing sacrificed on the altar of manufac- 
turer expediency. If a price increase 
occurs that discourages consumer buy- 
ing, any temporary increase in inven- 
tory value may in reality be a net loss. 
Also, in the case of a price increase, 
the first possible benefit is to use the 
coming price rise as a means of liqui- 
dating existing stocks at old retail 
prices. The second possible benefit 
exists if the retailer can buy more at 
old costs to sell at old retails before 
the price change date and at new higher 
retails afterwards. 

However, retailers are rather unan- 
imously agreed on the desirability of 
the following procedures in connection 
with the timing of the announcement of 
a price change: 


1. Explain the reason for the 

price change to the retailer in 

person, by telephone, wire, bul- 

letin, or letter. 

Let the retailer decide when, 

how, and if to announce the 

price change to consumers. 

3. Whenever possible, make retail 
price changes effective at the 
end of a selling season and be- 


bo 


(Continued on page 243) 
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Long-Term Trends in Retailing 


VICTOR LEBOW 
Marketing Consultant 





marketing consultant. 





How should retailers plan to meet the challenge of a rapidly chang- 
ing economy? What action should be taken NOW to be ready for 
the days of tough competition ahead? 

Victor Lebow, who recently took his JouRNAL OF RETAILING 
articles, as requested, to the hearings of the Senate Small Business 


Committee in Washington, again shares with us his experience as a 








Retailers are affected by three main 
currents of change. These forces ema- 
nate from the consumer, the producer, 
and from other retailers in a commu- 
nity. In addition, the interaction of 
these forces produces still other pres- 
sures upon the retailer. There is 
mounting evidence that the process of 
change is accelerating and that, for 
perhaps the majority of retailers, a 
period of lasting depression is ahead. 

A decisive turn in the economy as 
a whole presages more savage compe- 
tition among retailers. The postwar 
years have been marked by a pretty 
steady increase in employment, con- 
sumer income, production, and pro- 
ductivity. But in 1959 we are going to 
be able to achieve the peaks of 1957 
production with some two million fewer 
workers, as a result of the increase in 
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productivity. Furthermore, the long- 
term trend shows that the labor force 
is growing more rapidly than is the 
population as a whole. 

In the period from 1950 to 1957, 
the population increased by 10.8 per 
cent while the labor force grew by 6.8 
per cent. In the 1957-1964 period, 
however, the population is estimated to 
grow by 12.7 per cent while the labor 
force will increase by 12.9 per cent. 
And taking the Bureau of Census pro- 
jections again, the 1964-1971 period 
will show the population increasing by 
9.3 per cent while the number of avail- 
able workers will mount by 12.3 per 
cent. The estimates of population 
growth are statistically informed 
guesses, but the workers who will come 
of age and enter the labor market, as 
well as those now working or looking 
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for jobs, are already in being, so that 
these estimates of the labor force are 
quite precise. 

This means that from now on we 
can expect the figures of residual un- 
employment to rise year after year, 
even though production, productivity, 
and consumer incomes continue to 
show gains. Given the dynamic quali- 
ties of our economy, we may expect 
the rise in living standards to absorb 
some of the unemployed in peripheral 
occupations, Many new service indus- 
tries will rise as the long-term trend 
toward greater expenditures for serv- 
ices continues. The work week will 
probably be further shortened to draw 
in some of the excess labor supply. 
Some economists make the estimate 
that by 1971 the increase in produc- 
tivity plus the larger labor force will 
provide us with enough goods and 
services to raise per capita living stand- 
ards by 24 per cent over the peak 
reached in 1957. 

What we have to face, however, is 
the lag in the distribution of purchas- 
ing power. The same number of fami- 
lies was living on an income of under 
$6,000 a year in 1957 as in 1947, Of 
course, the 1957 dollar was worth 81 
cents in terms of its purchasing power 
in 1947. True, there were 9 million 
more families in 1957 living on over 
$6,000 than in 1947, but the fact still 
remains that the under $6,000 group in 
1957 (representing 62 per cent of all 
families) received 35 per cent of the 
current income against the 59 per cent 
which this segment of the population 
obtained in 1947 (when it represented 
83 per cent of all families). 

In short, while average per capita 
income after taxes rose by over 47 per 


cent in this decade, the families in the 
income levels below $6,000 enjoyed 
only a fraction of this rise. To put it 
another way, the lowest 60 per cent of 
all families increased their share of 
the total personal income from 32 per 
cent to 32.8 per cent in a decade. In 
terms of the market for consumer 
goods and services, these families rep- 
resent the preponderant segment of our 
population. The fact that they have 
not shared in the prevailing prosperity 
limits the potential for American in- 
dustry and consequently for American 
retailers as well. 


The Unstable Consumer 


In the immediate offing are changes 
which will further complicate market- 
ing problems. The housing boom of the 
past few years is beginning to show 
signs of overexpansion. The vacancy 
rate is approaching the critical 3 per 
cent level and has passed it in many 
localities. The move to the suburbs is 
tapering off, and families are begin- 
ning to move back to the cities. Sub- 
urban congestion, heavy taxes, deteri- 
orating commuting facilities, bumper- 
to-bumper automobile traffic on the 
highways leading to the urban centers, 
are all contributing to the onset of a 
reversal of the process which in the 
last two decades has turned so many 
“dormitory” suburbs into densely popu- 
lated areas, most of them, however, 
lacking the industrial development 
which might contribute to their upkeep 
and stability. 

The social forces operating in the 
United States show no signs that we 
will depart from the consumption-ori- 
ented nature of our values and aspira- 
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tions. Only a war or a full-scale de- 
pression could alter our craving for 
goods and services, our interest in the 
new, our striving for more of the 
amenities, the comforts, the luxuries 
which our productive facilities are 
capable of creating in ever mounting 
volume. Yet it would be ill-advised in- 
deed to assume that the current status 
symbols in our consumption patterns 
will remain at their present levels of 
potency. In fact, the signs are already 
clear that the automobile is now falling 
from its pedestal as the crowning glory 
of prestige and status. Detroit econo- 
mists predict lower car output for 
many years ahead. The swimming pool, 
foreign travel, club memberships, and 
pleasure boats are beginning to replace 
the overornamented, overlong, high- 
powered gas eaters as status satisfac- 
tions. The small foreign car certainly 
already stands higher in the social scale 
than even the most expensive of Ameri- 
can makes. 

Such a shift in consumption values 
forces changes in the economy as a 
whole. Employment will decline not 
only in the auto industry but in sup- 
pliers’ plants as well. Consumption of 
steel, glass, fabrics, machine tools, and 
many other products and services will 
be affected. 

The emphasis on travel and on lei- 
sure-time occupations changes the con- 
sumer’s attitude toward clothing and 
housing, home furnishings and furni- 
ture. The shift from sterling silver as 
a prestige table setting to stainless 
steel, from high-priced watches to 
cheap imports, from woolens to cot- 
tons and synthetics are signs of a 
choice of the utilitarian, cheaper, dis- 
posable products as against the “heir- 
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loom,” the long-range investment. This 
shift makes it more difficult to main- 
tain retail volume and results, to take 
one example, in such changes as the 
long-term decline in men’s apparel sales 
in relation to population. 

It is a logical concomitant of the 
emphasis upon style obsolescence that 
cheaper products must eventually re- 
place the longer-lasting or prestige mer- 
chandise—the all-wool, the pure gold 
or sterling silver, the 300-horsepower 
dreadnoughts of the road. 

Greater consumer expenditures for 
services and the expanding capacity of 
our productive facilities will both tend 
to increase the pressures upon the con- 
sumer to consider his belongings obso- 
lete and to replace them with more 
elaborate, more costly, more intricate 
new products. But the consumer may 
be setting his course in a new direction. 


Role of the New Product 


This pressure from the manu factur- 
ers and processors must increase be- 
cause more and more they are depend- 
ing upon new products to bring them 
an ever larger share of their total 
volume. In addition, manufacturers at- 
tempt to blanket their potential market 
by a multiplicity of brand names and 
models. For example, in this poor year 
for automobile sales, Chevrolet is of- 
fering 16 models, and there were avail- 
able to the car buyer in 1958 altogether 
320 different passenger car models, 
according to Ward’s Automotive Re- 
ports. Whether the product be tomato 
juice or television sets, the consumer 
is confronted with a bewildering va- 
riety, each presenting claims of su- 
periority and clamoring for his dollars. 
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What the Renaissance man savored 
in the Age of Discovery, the American 
of 1958 relishes in the ever-changing 
flood of products and services. The 
printing press of Gutenberg could dis- 
seminate the new thinking of his day, 
but it takes thousands of radio and 
television stations, newspapers and 
magazines, to carry the messages of 
new products to the American public. 

All of these forces converge upon 
the retailer. The current recession has, 
up to this writing, apparently affected 
retail volume only moderately. But 
the figures of total sales obscure the 
fate of individual retailers, as the ris- 
ing bankruptcy rate suggests. 

The fact is that, for several years 
now, even the larger operators have 
made their gains or maintained their 
figures chiefly because of the volume 
from their new stores. In the case of 
the chains, this increase has come from 
their recently opened or enlarged out- 
lets. The department stores can at- 
tribute such gains as they have en- 
joyed principally to their branch stores, 
and their share of the total retail vol- 
ume has been on the decline. The out- 
lets which have been longer in existence 
have not been growing in volume, and 
in many cases have actually been los- 
ing ground. 

There is an interesting and not un- 
connected parallel here with the ex- 
perience of manufacturers since the 
war with new products. For most pro- 
ducers, their new items are responsible 
for a steadily larger share of their 
total volume. But something near 90 
per cent of all new products launched 
are failures. 

To some extent, the buying commit- 
tees and greater experience of the 


chains lead them to withhold approval 
of many new products, or reject them 
altogether. But the smaller retailer is 
more prone to stock them, influenced 
by the desire to demonstrate his alert- 
ness and by the promotional and adver- 
tising programs planned for these 
items. Thus he is not able to work 
off his inventories so quickly and finds 
himself with his capital tied up in slow- 
moving and often unwanted merchan- 
dise. But with all their perspicacity, 
both the chains and the department 
stores every year stock a large variety 
of items which simply do not live up 
to the expectations of the manufacturer 
and the buyer and do not win expres- 
sions of delighted acceptance from the 
consumer. 

Even the giants are faced with the 
steady increase in the number of items 
they stock, the multiplication of com- 
peting brands of the same product, and 
a slower rate of turnover. 

Furthermore, even with successful 
new products, the alert manufacturer 
tries to increase his distribution. He 
re-examines his retail channels and 
tries to widen them if possible. Thus 
he tends to intensify the competition 
between retailers on his merchandise. 
For example a new detergent made by 
a firm which has traditionally sold the 
food stores may seek hardware stores 
and syndicate stores as additional out- 
lets, especially if a heavy advertising 
campaign is launched behind it. Or a 
new car polish which formerly would 
have been consigned principally to auto 
accessory stores, filling stations, and 
hardware stores, will now seek food 
stores as outlets as well, to say nothing 
of discount houses, syndicate stores, 
and even drug stores. 
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Changing Patterns of Inter-Retailer 
Competition 


In other words, the pattern of to- 
day’s marketing, with its dependence 
upon new products, speeds up the 
competition between different types of 
outlets and dilutes the market for all 
of them. If we take into account the 
social role of new products in the life 
of the American consumer, we are 
justified in predicting that this reliance 
upon new products for volume and the 
crossing of distributor classifications 
will both continue unabated during the 
years ahead. 

At the same time, the ability of the 
consumer to buy the merchandise which 
the retailers have to offer will tend to 
decline even with the resumption of 
production and employment at higher 
levels than 1956-1957. This will be a 
decline relative to the total population 
considered as a market. Contributing 
factors will be the rise of residual un- 
employment and the continued mal- 
distribution of income, as well as the 
steady and ominous growth of mo- 
nopoly power in the United States with 
its administered pricing and superprofit 
margins, 

As against the projected rise in liv- 
ing standards, we face the fact that the 
plant, equipment, and personnel of the 
retail stores of the country are already 
now, in 1958, sufficiently expanded to 
handle the projected 24 per cent in- 
crease in consumption and much more. 
The enlarged retailing facilities of the 
big independents and the chains have 
been based upon the determination to 
provide full service for their peak sell- 
ing periods, which are often the six 
to eight hours during the week when 
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from 60 per cent to 80 per cent of 
their week’s business is done. 

To take an extreme example, the 
First National Stores of New England 
have opened a full-sized supermarket 
on Martha’s Vineyard where the sum- 
mer population rises to 45,000 and dur- 
ing the rest of the year the inhabitants 
number around 6,000. In a sense, this 
is similar to the policy which is being 
followed all over the country except 
that the population elsewhere remains 
more stable. But the peak selling hours 
are equally as concentrated as is the 
onslaught of the summer visitors on 
the Vineyard. 

The mobility of the American family 
and the maldistribution of consumer 
incomes put a premium upon the mo- 
bility of the retailer, upon his readiness 
and ability to locate where the pur- 
chasing power exists. Obviously, this 
ability is strongest in the chain, weak- 
est in the small independent. Naturally, 
also, the most persuasive merchants, the 
most attractive and heavily stocked 
stores, the most effective proclamation 
of superior values, all draw the con- 
sumer. Here, too, the larger retailers 
have the advantage. 

With all the talk about retail effi- 
ciency and all the devices for putting 
the consumer to work, the retailers 
cannot control the rising trend of ex- 
pense ratios, even in the face of higher 
sales volume. This leads to the pres- 
sure for higher markups and the policy 
of “trading up.” Against these pres- 
sures are countervailing forces, among 
them the constriction of the purchas- 
ing power of the largest segment of the 
population and the intense competition 
offered by the discount house. In the 


(Continued on page 242) 
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Recent trends in food retailing are explored . 
tion of how these trends are related to the general economy. What 
are the underlying forces behind the merger movement? What 
influence does government have on the merger trend? 


. with considera- 








Significant shifts have been taking 
place in the pattern of chain-food-store 
sales in recent years. The fast-moving, 
medium-sized food chains are making 
major inroads in relative position vol- 
ume-wise at the expense of the giants 
in the industry and the small-chain 
operators. Not only are the medium- 
sized chains following the standard 
procedure of building and opening new 
units continuously to maintain com- 
petitive position, but they have been on 
a shopping spree of gobbling up going 
concerns to build themselves growing 
empires. 

The objectives of this study are: 
(a) to indicate changes in relative vol- 
ume among the large, medium, and 
small chains; (b) to summarize re- 
cent acquisitions and mergers; (c) to 
examine the underlying forces behind 
the merger movement; and (d) to in- 


dicate the impact on food-store dis- 
tribution. 


Changes in Relative Position 


For the purpose of analysis only to 
show approximate size, the food chains 
are grouped into three classifications 
by number of stores. This grouping 
includes large concerns with outlets 
numbering 1,000 and over, medium- 
sized chains with 100 to 999 stores, 
and small companies with 11 to 99 
units. By definition a chain must have 
at least 11 stores. This classification 
need not be sacrosanct in that large 
and small concerns bordering on the 
100-999 group boundaries have been 
active in mergers and could be con- 
sidered in the medium concern class. 

The individual leader in the food- 
chain field continues to be the Great 
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TABLE I 


Chain-Grocery-Store Sales Classified by Number of Outlets and Expressed 
in Dollars and as a Per Cent of Total Sales for the Years 1951 and 1956 








Number of Outlets Millions 


of Dollars 


Chains with 1,000 or more stores 





in 1956 * 
Great Atlantic and Pacific Tea 
re a een ae 3,393 
ewer StOres, INC... 5c. cctceeees 1,455 
ee 997 
| er eee oe 5,845 


Chains with 100-999 stores in 19567.. 2,731 
Chains with 11-99 stores in 1956... 2,142 


TET eee Tee 10,718 











1951 1956 

Per Cent Millions Per Cent 
of Total of Dedlars of Total 

31.66 4,482 29.00 

13.58 1,989 12.87 

9.30 1,493 9.66 

54.54 7,964 51.53 

25.48 4,963 32.12 

19.98 2,527 16.35 

100.00 15,454 100.00 


* Compiled from statistics published in Moody's Industrial Manuals, 1952 and 1957. 


t Ibid. 


Statistical Abstract of the United States, United States Department of Commerce, 1957, p. 849. 
§ Calculated by subtracting total chain-stores sales of 100 or more units from total industry sales. 


Atlantic and Pacific Tea Company, 
which currently transacts 29 per cent 
of all chain grocery and combination 
store sales as shown by the statistics in 
Table I. Yet the A & P, together with 
the other two large concerns, Safeway 
Stores and Kroger Company, have suf- 
fered a slight loss in relative industry 
position, although they have followed 
the standard practice of eliminating 
smaller stores and opening larger units. 
In this group, only Kroger has ac- 
quired going companies in recent years. 

The greatest increase in volume from 
1951 to 1956 was made by the medium- 
sized group of 100 to 999 stores, which 
now commands 32.12 per cent of the 
chain-food sales as compared with only 
25 per cent five years prior. Mergers 
and acquisitions were responsible pri- 
marily for this gain. 

The small chains of from 11 to 99 
stores suffered the greatest loss. They 
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dropped from 20 per cent to 16 per 
cent of chain grocery and combination 
store sales. It was from this group as 
well as multiunit operators of fewer 
than 11 stores that the medium-sized 
chains made their raids. 


Acquisitions 


The A & P and Safeway Stores, the 
two major operators among the food 
chains, have added no new _ stores 
through merger or acquisition in re- 
cent years. Kroger acquired control of 
the 26 Henke & Pillot stores of Hous- 
ton, Texas, and of the 25-unit Krambo 
Food Stores of Wisconsin. Henke and 
Pillot was in an entirely new market- 
ing area; the other merger was 
Krambo and Kroger in direct com- 
petition with each other for more in- 
tensive market coverage. 

In the class from 100 to 999 stores, 
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the following major changes occurred. 
Colonial Stores captured the 73 stores 
of Albers Super Markets of Ohio and 
14 units of Stop and Shop Enterprise 
of Indiana. Food Fair Stores, after 
experiencing remarkable growth in the 
postwar era, added 16 Carl’s Markets 
of Florida and four stores of Budget 
Markets. American Stores purchased 
the 92-unit chain of the Market Basket 
of New York. Grand Union acquired 
31 Carrolls Limited stores; certain 
Food Fair Stores in Washington, D.C. ; 
Shirley Food Stores; certain Stop and 
Shop outlets in New Haven, Connecti- 
cut; six Food Center Supermarkets in 
New York; and two Value Markets 
and three Tanner Stores in Miami. 
Jewel Tea Company added 41 stores of 
Eisner Grocery Company of Cham- 
paign, Illinois. 

The great forager of the medium- 
sized chains was the National Tea 
Company, which acquired C. F. Smith 
Stores Company; Northwest Piggly 
Wiggly Company ; George T. Smith’s 
Market Basket, Inc.; Dale Supermar- 
kets; 28 Food Center Stores in St. 
Louis, Missouri; 28 Capital Stores, 
Inc., of Baton Rouge, Louisiana; Ash- 
ton’s Supermarket of Gulfport, Mis- 
sissippi; H. A. Smith Markets, Inc. ; 
and Montags Supermarket Chain of 
Memphis, Tennessee. The most recent 
additions of National Tea Company in- 
clude the Maker’s Food Chain of 
Michigan; seven stores in Peoria, IIli- 
nois, from Illinois Valley Stores; 
seven units of Devan’s Food Stores, 
Mobile, Alabama ; nine Logan’s Super- 
markets of Nashville; and 85 Council 
Oak Stores in Minnesota and Iowa. 

In addition, National Tea Company, 
in turn, may become part of a new 


major company in the industry. George 
Weston, Ltd., a Canadian biscuit manu- 
facturer, controls Loblaw Groceterias, 
Ltd., one of Canada’s largest grocery 
chains. In turn, Loblaw Groceterias’ 
assets include 56 per cent of the stock 
of Loblaw, Inc., and 33 per cent in- 
terest of National Tea Company ; both 
of the latter are classed as medium- 
sized chains. The George Weston 
group, which has been put together in 
recent years, also has cast covetous 
glances at certain Safeway Stores. 

Two of the medium-sized group, 
Dixie Home Stores and Winn-Lovett 
Company, merged into the Winn-Dixie 
Stores, Inc., a chain of some 447 stores. 
Prior to the merger, Winn-Lovett 
Company had acquired eight Jitney 
Jungle Stores of Alabama and the 
Edins Food Stores of Columbia, South 
Carolina. 

Perhaps the most 
merger of the medium-sized chains was 
the formation in 1955 of the A.C.F.- 
Wrigley Stores, Inc. In this, A.C.F.- 
Brill Motors Company and the 92 
Wrigley Stores of Detroit, Michigan, 
were the principals. Also included in 
this and subsequent developments were 
the 20-odd Big Bear Markets, Inc., of 
Michigan, 33 Humpty Dumpty Stores 
of Oklahoma, 13 Foodtown Stores, 
Inc., and 10 Fred Rapp, Inc., stores of 
St. Louis, Missouri. This new com- 
pany of about 177 stores is reported 


revolutionary 


planning additional acquisitions and 
openings. 

Mergers have taken place in the 
chains of less than 100 stores, but these 
have been of substantially less volume 
in the industry, as shown by the statis- 
tics in Table I. Perhaps one of the 
most significant of these was the 
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growth of Lucky Stores, Inc., from a 
40-odd unit chain into a 96-unit opera- 
tion as of December 1956 through 
merger of Cardinal Stores, Inc., 
Serv-U-Meat Markets, and _ Dolly 
Madison International Foods, Ltd. In 
this class the trend also is toward 
larger operation by the individual chain. 


Underlying Forces behind the Move- 
ment 


While many causes are evident from 
this merger movement, the following 
are advanced as the major reasons for 
this growing concentration in the food- 
chain industry: 

1. The food chains are the major 
factor volume-wise in the supermarket 
industry which, in turn, dominates re- 
tail-food-store distribution. The gen- 
eral supermarket movement has been 
characterized by an aggressive attitude 
toward growth held by management. 
The supermarket industry has been one 
to adapt operations to meet the needs 
and requirements of the consumer. 
“Non progredi est regredi’’—not to go 
forward is to go backward. Expand or 
die is the keynote. 

2. Profits before taxes as a per- 
centage of tangible net worth among 
food chains in the post-World War II 
era have been outstanding. For exam- 
ple, Dixie Home Stores and Big Bear 
Markets of Michigan, Inc., have earned 
in some years as much as 50 cents on 
every dollar of the owner’s equity. In 
1956, Food Fair Stores earned 39 per 
cent and Market Basket, Inc., earned 
36 per cent on tangible net worth. Re- 
investment in merchandising activity is 
necessary to continue this high level of 
earnings. 
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3. New locations are constantly be- 
ing pioneered. However, as these are 
harder to find, management has turned 
to the acquisition of existing locations. 
It is easier to estimate and evaluate the 
potential of a going operation than a 
new location. 

The problems are fewer in acquiring 
existing locations than in pioneering 
new stores. There is no time delay in 
start-up expense, no financing of real 
estate and building, and less waiting 
for the location to pay off profitably. 

4, The larger concerns are able to 
spread the risk of failure over a wider 
geographical area by acquiring outlets 
in new regions. This, plus the stability 
of the retail-food industry, has enabled 
many chains to enter the capital mar- 
kets to “trade on equity.” The ability 
to borrow more easily and cheaply be- 
cause of size and diversified locations 
has benefited the larger firms. The 
rates paid for capital have been sub- 
stantially less than the profits that ac- 
crued from the use of these funds. 
Many of the firms studied in the post- 
war period have had consistently more 
creditors’ funds than owners’ funds in 
the business. 

5. The larger firms have more mar- 
ketable securities to exchange for the 
shares of the smaller companies in the 
11 to 99 group. This has given the 
larger concerns an advantage in ac- 
quisition through stock exchange. 

6. A number of food chains were 
started in the 1930's by individuals as 
single-unit operations, many of which 
were supermarkets. These ventures 
have grown into multiunit operations. 
Management now is nearing retirement 
and is selling out to the larger opera- 
tors. 
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7. There are economies of large- 
scale operation in certain instances. 
Better utilization of warehouses, trans- 
portation equipment, and manufactur- 
ing facilities has been advanced as a 
reason for acquisition. One of the 
supermarket successes has been in 
spreading fixed costs over a large vol- 
ume. Large units can integrate verti- 
cally more easily. Certain buying and 
selling advantages accrue to the large- 
scale operator. For example, the 
Thursday newspaper advertising cost 
can be spread over more stores. 


Conclusions and Trends 


This trend toward concentration 
among the food chains is a manifesta- 
tion of a general trend in the economy 
—the big absorbing the small. 

The largest number of the food- 
chain industry has had frequent bouts 
with the Department of Justice about 
the size and scope of its operations. 
Safeway Stores, Inc., operating in 24 
states and commanding about 13 per 
cent of the chain-food-store volume, 
likewise has been aware of the A & P 
versus the government. But the frame- 
work of operation and the advantages 
of integration and growth are such 
that the lesser lights in the industry 
will continue to gain on the top few. 
In the foreseeable future, the data in- 
dicate definite trends toward fewer 
and larger food chains. Not only will 
the medium-sized concerns capture the 
small, but the medium-sized concerns 
will join forces with other medium- 
sized chains. The expansion to new 
regions, such as the Kroger Company’s 
move to the Southwest, will be con- 
tinued. In fact, large international 


chains, such as the suggested George 
Weston, Ltd., organization, are more 
than a remote possibility. The prin- 
cipal limiting factor appears to be fear 
of government intervention. 

As chains grow larger and outlets 
for investment of funds are needed, 
more emphasis may be placed on ver- 
tical integration. There seems to be a 
parallel between the size of food chains 
and the degree of emphasis on manu- 
facturing operations. If vertical inte- 
gration is followed, more products of 
the Ann Page or Jane Parker variety 
can be expected, although some of the 
actual manufacturing may be done by 
regular food manufacturers. This leads 
to what can be called “chain labels” as 
distinct from private labels or na- 
tionally advertised brands. “Chain 
labels” supported by strong advertising 
and promotion can make it more diffi- 
cult for the national brands to gain 
shelf space. Brand competition will be- 
come keener with more emphasis placed 
on advertising and promotion. 

Faced with large capital require- 
ments and competition from large 
chains with diversified locations, the 
individual entrepreneur will find it 
more difficult successfully to enter the 
food business. There is a trend to- 
ward fewer and larger food stores in 
the economy. 

The death knell of the service and 
limited-function wholesaler has been 
sounded for many years, yet these 
stores continue to exist. Increased con- 
centration in the food-chain industry, 
however, with emphasis on buying and 
shipping direct from the manufacturer 
to chain stores or warehouses, could 
adversely affect wholesalers’ opera- 
tions. 

(Continued on page 243) 
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they? 





Various types of forecasts—from production figures, unemploy- 
ment, or retail sales—are considered. Why forecasts become in- 
creasingly necessary in today’s economy ... how reliable are 








Making forecasts of the future of 
business today is almost as common a 
pastime as “playing the numbers” or 
“baseball pools.” One of the most 
favored techniques of the individual 
forecasters predicting the future of 
the national economy may be called the 
“good judgment” technique. In line 
with this technique we have the sea- 
soned business veteran who relies on 
cues from the over-all economic pic- 
ture to provide him with enough fore- 
sight to make predictions. Thus we 
have a sort of “playing it by ear.” In- 
terestingly enough, this acquired knack 
results at times in what might be con- 
sidered a surprisingly accurate fore- 
cast. 


Personal Judgment 


Analytically, however, this type of 
forecasting is faulty. The trained 
economic analyst who is adept in inter- 
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preting current economic trends may 
lend assistance to the novice in apply- 
ing the good judgment technique. 
There is no doubt of the desirability of 
using good judgment, but only in con- 
junction with a process of quantitative 
analysis. This will result in judgment 
based on a feasible pragmatic frame- 
work and not on answers that seem to 
be of the nature of being pulled out of 
the sky. A good forecast must com- 
bine the business veteran’s informed 
experience with the scientific approach 
of the analytical economist. In most 
cases those individuals who rely on the 
good judgment technique seem to be 
influenced more by events that are 
in the process of occurring than in 
and base their 
In this 
business not only is influenced by the 


historical patterns, 


forecasts accordingly. way, 
forecasts, but the forecasters also are 
dependent on the influence of business. 
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Interview-Type Forecasting 


Another type of forecast, the inter- 
view type, to be elaborated below, often 
results in surprisingly diverse attitudes 
toward the future of the economy. 
This is true especially when individuals 
with differing economic philosophies 
are interviewed, such as executives of 
corporations, labor leaders, economists, 
and politicians. The correlation of 
forecast to outcome is much higher for 
those who are in the position to know 
what future corporate plans are in the 
making. The knowledge of anticipatory 
data on plant and equipment outlays 
provides the material necessary for 
those “in the know” to predict more 
accurately. They can predict short- 
term projections of aggregate capital 
outlays with more assurance than those 
outside of their realm. It proves to be 
a relatively simple matter to those who 
are interviewed to project a_ stable 
series. It would be very inconse- 
quential, for example, to predict the 
gross national product for one month 
ahead. Even the level of the next 
quarter would not be much of an ac- 
complishment. 

Regardless of the fact that a busi- 
nessman may believe that there will 
be a short-run change, he rarely is in 
a position to make the necessary short- 
run adjustments—even if he believes 
the forecast. His main concern is to 
produce enough so that all the orders 
he may receive will be filled. Often 
commitments in the pipeline will make 
it impossible for him to do much about 
the short-run predictions. Nonetheless, 
such forecasts may be quite significant. 
For example, a study of the rate of 
flow from total inventories to the con- 


sumer is an effective means of accurate 
short-term forecasting and certainly is 
the key used by many of those inter- 
viewed or surveyed. The inventory 
changes, primarily the result of the dif- 
ferences between the rate of production 
and consumption, may be indicative of 
future trends. 

The survey or interview technique 
may vary along broad or narrow lines, 
and questions may be asked about any- 
thing. The procedure is dependent on 
the program and objectives of the in- 
terviewers. In general, it may deal with 
the complete movement of the general 
economy or be limited to specific gen- 
eral indicators, such as consumption or 
prices. 


Underlying Assumption 


In both the good judgment and the 
survey or interview technique, one fac- 
tor is always apparent. In almost all 
cases the forecasters seem to agree that 
there is a prevailing force in the 
economy, a type of basic strength that 
will assure continual growth. This re- 
flects the belief that the needs of con- 
sumers in the future will arrest any 
chance of future deep depression levels 
because of the continual population 
growth and the capital requirements 
that follow the technological processes 
necessary to provide for these goods. 
This belief in the firm strength of the 
economy is bolstered by the fact that 
businessmen today commonly plan in 
terms of not only the present but of 
thirty or forty years hence. 

It should be remembered that in 
these types of forecasts—like any fore- 
casts—the determining factor is not 
the quality of the method used but the 
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quality of the forecaster. The best 
technical method used is no better than 
the judgment of the forecaster. It goes 
without saying that the forecaster 
should have an understanding and a 
knowledge of aggregate causal rela- 
tions. Considerable attention should be 
given to all available empirical data, 
especially their uniformities. This is 
desirable even if a complete causal ex- 
planation of these uniformities in terms 
of over-all aggregates is not possible, 
since all the necessary clues for a com- 
plete logical understanding of all ag- 
gregate relationships may not be availa- 
ble. 

It is possible that chance may be 
responsible for a good judgment fore- 
cast turning out to be an accurate pre- 
diction. For instance, as far back as 
1944, predictions that the economy 
would expand each year would have 
been wrong in only one year, 1949, and 
even this would have been only a minor 
error. A pessimist, on the other hand, 
even though highly trained in scientific 
techniques would have had a sorry rec- 
ord indeed. Thus it is that information 
is as essential as techniques, and both 
require keen insight and analytical 
powers. 

It is true that there have been, at 
times, amazing results from the ex- 
clusive use of good judgment and in- 
terview techniques. However, to use 
these alone as a reliable means of fore- 
casting could be fraught with danger- 
ous potentialities. One must examine 
all the ramifications of that which is 
being forecast so that the forecast will 
have a comprehensive meaning. As a 
case example, let us turn to the prob- 
lems concerned with the development 
of an accurate forecast of consumer 
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demand. This will illustrate how the 
principal variables are determined. As 
a specific application of this technique, 
we will examine some forecasts of 
automobile demand. 


Importance of Consumer Attitudes 


To produce a reliable forecast, the 
forecaster must look into all the ma- 
terials available and make use of any- 
thing that may have a bearing on the 
future economic picture. This is true 
in any field, be it concerned with pro- 
duction, expansion, consumption, or 
the like. In order to see how the 
economic indicators are developed, con- 
sumer demand is used as a basis for 
demonstrating forecasting procedure. 

Let us begin with the well-known 
fact that the income of the nation is 
distributed unevenly throughout the 
different sections. It is thus axiomatic 
that the buying power of individuals in 
the areas where the average income is 
high will be strong, and conversely low 
where the incomes are low. This trend 
in the distribution of income is thus of 
major importance in determining what 
over-all consumer purchasing will be. 
The forecaster will divide the nation 
into various regions such as the South, 
West, North, and East, and try to de- 
termine what he believes the expendi- 
tures for the different sections will be. 
Past behavior is a factor in the predic- 
tion to be made. A survey must be 
conducted to determine the proportion 
of savers in relation to the proportion 
of buyers. After this is discovered, 
then the social-economic level must be 
determined to find out what the pro- 
portion is of those with a very low in- 
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come. The ability to buy is dependent 
upon all these factors. 

Another major factor that will affect 
the consumer’s ability to borrow is the 
financial policy of the government. The 
consumer’s past habits in borrowing 
should be known in order to project 
future behavior. Then the govern- 
ment’s financial policy at the time of 
prediction may be adjudged accord- 
ingly for a more accurate forecast. The 
past debt of the consumer, of course, 
must be considered, particularly its re- 
lationship to the present income. 

An indication of the consumer’s 
ability to buy may be determined on 
the basis of quantitative analysis 
through the use of observation, special 
reports, interviews, and surveys. Once 
this is determined, however, the fore- 
caster must apply good judgment. The 
fact that the consumer has the ability 
to buy and that this ability has been 
measured and specific results have 
been obtained does not mean that these 
results can and will be translated into 
future consumer purchases. Every 
individual has his own particular atti- 
tude toward his preferences and pur- 
chases. His ability to buy is only one 
component making for his willingness 
to buy. The consumer’s thoughts are 
on whether financially he will be better 
or worse off, and thus he forms his 
own perceptions of just what his ability 
is to buy. The price changes, his plans 
for the use of his purchases and their 
value to him at different price levels, 
plus his income expectations, all enter 
into whether he will buy or not, re- 
gardless of his ability to do so. 

Hence, the forecaster who uses all 
the means at his disposal in order to 
forecast what consumer purchases will 


be made must look at expected prices 
and evaluate whether the present will 
be the time that the consumer will pur- 
chase. He then correlates past behavior 
with present behavior and forecasts the 
future behavior of the consumers ac- 
cordingly. 


Automobile Forecasts 


Let us turn our attention now to 
some of the forecasts for the auto- 
mobile industry. During 1956 the pre- 
dictions for 1957 were generally op- 
timistic, and the consensus was that 
there would be a car market that would 
range from about 5.8 to 6.8 million 
vehicles. Sample predictions ran like 
this: 

Rapid reduction in the dealer supply 
of 1956 automobiles augurs well for a 
sharp upturn in sales and production 
. . . (September 3, 1956). Car manu- 
facturers are optimistic about an ex- 
pected increase in car sales . . . (No- 
vember 1956). Similar reports were 
found in most of the current magazines 
and business journals that had fore- 
casts. 

The facts show that, although there 
is no collusion among them, the fore- 
casters rely on similar materials to base 
their forecasts. In order to find why 
these indicators compared as they did, 
a review of the different articles relat- 
ing to forecasts brought forth some 
basic assumptions that gave reason for 
this optimism. The conclusions from 
observing these factors on how the 
forecasts were made are presented. The 
specific statistics, although significant, 
have been omitted, for they are relevant 
only to the degree of the conclusions 
and not the kind of conclusions. 
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To begin with, most of the fore- 
casters pointed to the fact that cars 
are being scrapped in increasing num- 
ber. In other words, the average con- 
sumer is not holding on to his car for 
as many years as he did prior to the 
current decade. As an increasing num- 
ber of automobiles is scrapped, an in- 
creasing number is also bought. This 
is encouraging to producers. The popu- 
lation explosion that the United States 
is experiencing accounts for a larger 
number of adults attaining the driving 
age than ever before. It also seems 
that a greater portion of today’s youths 
have their own automobiles. In fact, 
the average American family is rapidly 
becoming a two- and three-car con- 
sumer. Although this is common to- 
day, it was a rarity not very long ago. 
Another indication of the buyer’s 
changing moods is his desire to buy 
bigger and “better” automobiles. This 
has followed the rising wage rate and 
the steady increase in employment. As 
this trend continues, it will begin 
to influence the forecaster. Salesman- 
ship also has been evident in the way 
that the desire for the new models has 
been created. The dealers themselves 
do not stick to a consistent price range 
but, rather, they will readily slice the 
retail margins deeply to increase the 
number of sales. Although tight money 
in itself has little to do as a restraint 
on consumer purchases, the restraining 
psychological effects of such a policy 
must be accepted. To some extent, 
these might be offset by those buyers 
who pay cash for their automobiles as 
disposable consumer income continues 
to increase. The consumers in the mar- 
ket who pay cash generally wait until 
a “face lifting” year in the automobile 
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designs. The price of replacement 
parts for automobiles has continued to 
be on the rise, and this means that the 
cost of maintenance will become very 
high. This helps to account for a 
faster trade-in period, for the car now 
has what may be considered a shorter 
economic life. 

In addition, there are also other new 
buyers in the automotive market. These 
are consumers who in the past would 
not have used an automobile personally 
but now find that one fits their needs. 
Among these are the housewives who, 
as a result of a general trend of move- 
ment to the suburbs, find that a car is 
necessary for their shopping needs. 
Even within the urban areas them- 
selves, the automobile is replacing a 
considerable amount of mass public 
transportation. For example, the city 
transit volume has dropped to $11 bil- 
lion in 1955, from a previous high of 
$23 billion in 1945. 

The main reason for over-all op- 
timism in the automobile predictions 
rested on the fact that there would be 
three million more people in 1957 for 
whom to produce. This increased buy- 
ing population augured for sustained 
markets for food, clothing, automo- 
biles, and other consumer goods. A 
leveling off late in 1957 generally was 
expected, but the general upward trend 
is expected to continue to be a long- 
term one. The forecasters are carried 
along on this wave of optimism and 
their forecasts clearly indicate that they 
are influenced by it. 


Various Forecasts 


Inasmuch as most of the publica- 
tions read by businessmen include 
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TABLE I 
First Quarter Expectations of 1,593 Representative Businesses 
All Concerns Manufacturers 
Sucrose Unchanged Decreased Increase Unchanged Decreased 
OS eee 29 34 6 63 32 5 
ce ce eee 43 51 6 46 48 6 
ON eg eg 25h oe 42 56 2 40 58 2 
Inventories ........ 29 61 10 31 58 11 
Employment ...... 15 82 3 20 76 4 
New Orders ...... 55 41 4 
Wholesalers Retailers 
Increase Unchanged Decreased Increase Unchanged Decreased 
LES Fas ta 63 32 5 49 44 7 
re rare 44 51 5 44 60 6 
| RE ee Soe 46 51 3 39 60 1 
Inventories ........ 30 63 7 23 2 15 
Employment ...... 11 86 3 8 86 6 


New Orders 


some type of forecast, let us look at a 
few of the leading ones at this time to 
pick out areas of significant similarity 
or difference. 

The discussion that follows seeks the 
reason for these differences and simi- 
larities. As indicative of the types of 
forecasts, there are presented six pre- 
dictions—two by government agencies, 
two by private consultants to manage- 
ment, and two by private forecasting 
groups. These forecasts, it is impor- 
tant to note, generally combined both 
the judgment and survey techniques. 

A survey of businessmen revealed 
that the executives of 1,593 businesses 
were optimistic about sales and profits 
prospects for the early part of 1957. 
Ninety-four per cent looked for higher 
net sales and profits than a year ago or 
at least as high. Twenty-one to one 
was the ratio of those who expected an 
increase in prices. 

The results of this survey are sum- 
marized in Table I. 


Illustrative of a private agency sur- 
vey is the one indicated here: 

Over all. Economic activity is ex- 
pected to slow down after the first of 
the year. Gross national product might 
reach a rate of $421 billion in the first 
quarter. Gross national product will 
not advance for the rest of the year. 
The gross national product will average 
out at $416 billion for the year. 

Production. Record output of steel, 
automobiles, and capital goods probably 
in the first quarter. Slackening in pro- 
duction after the first quarter. Steel 
output will fall 3.5 per cent below 1955. 
Expected to reach 110 million tons for 
the year, 

Sales. First half—Consumer ex- 
penditures to expand 2.6 per cent. 
Whole year—to exceed 1956 by 2.3 
per cent. 

Orders to be high for heavy steel 
supplies, but bookings in lighter steel 
will slacken. 

We may examine the forecast of 
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the Joint Congressional Committee as 
representative of a public body pre- 
diction. 

Over all: Gross national product to 
range from $430 to $440 billion. Fed- 
eral Government outlays to climb $2- 
$3 billion. 

Production. There will be a mod- 
erate rise in industrial production. 
Business investment in new plants and 
equipment to climb in first half, then 
level off. Manufacturers’ prices to con- 
tinue to rise. Inventories will continue 
to rise. 

Sales. Gains in consumer spending 
to range from $14 to $18 billion. Sav- 
ings will be smaller than the 7.4 per 
cent of disposable personal income of 
1956. 

A symposium of 221 economists con- 
ducted by another private concern 
revealed the following expectations: 
gross national product to reach $420 
billion at year’s end; price inflation to 
account for most of this gain; con- 
sumer, wholesale prices, and personal 
income to edge upwards. 

Production. Industrial output to ex- 
pand slightly. Capital spending of 
about $35 billion in 1956; to range be- 
tween $35 and $40 billion in 1957. 
Construction activity to remain at the 
same level. 

Sales. Retail trade will be boosted 
moderately as a result of price in- 
creases, plus a rise in physical volume. 
Bureau of Labor Construction Price 
Index will rise to 119 from 117.5. 

The Business Advisory Council of 
the Department of Commerce forecasts 
the following: 

Over all. Business activity to be 
stimulated by an easing of consumer 
credit by the Federal Government. 
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Many consumers will pay off install- 
ment purchases and take on new ones. 
No need for controls on consumer 
credit. 

Production. Manufacturers will 
step up production as a result of in- 
creased sales. Highest rate ever for 
spending for expansion of facilities 
and new equipment. Most noticeable 
increases in steel and utilities. 

Sales. Consumer spending to in- 
increase, with a considerable gain in 
automobiles. Manufacturers’ sales of 
electrical machinery, food, farm im- 
plements, steel, transportation, and 
utility equipment will expand most no- 
ticeably. 

As an example of a different type of 
private agency, the following results 
are presented by a management con- 
sulting firm: 

Over all. Consumer spending will 
increase as a result of being sparked 
by a considerable rise in the buying of 
automobiles. Home furnishings sales 
to climb about 3 per cent. Textile mills 
will increase by about 4.4 per cent. 
Disposable income to rise 2 per cent. 

Production. Output as measured by 
the Federal Reserve Index will ex- 
pand about 3.5 per cent, with durable 
goods rising more noticeably than non- 
durables. Automobile production will 
surge to 6.8 million, an increase of 13 
per cent over the estimated 1956 total. 

Sales. Consumer spending will in- 
crease, sparked by a considerable rise 
in the buying of automobiles. Home- 
furnishings sales expected to climb 3 
per cent, textile-mill sales to increase 
about 4.5 per cent, and disposable in- 
come to rise about 2 per cent. 

The first fact that comes to notice 
in examining the foregoing as well as 
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other forecasts not covered in our 
analysis is that the predictions about 
the total of the gross national product 
for the year 1957 ran consistently be- 
tween $420 and $440 billion. The gross 
national product has been rising each 
year prior to this year at a rate of ap- 
proximately 3 to 5 per cent. Applying 
these rates to the year and total of 
1956 ($414 billion), we find that most 
of the forecasts fall within the range 
of expected growth. 

When it comes to specific products 
and their expected production quotas, 
some disagreement is found. Although 
most predicted that there would be an 
expansion in specific types of indus- 
trial output as measured by the Fed- 
eral Reserve production indexes, some 
variation is found for specific items. 
Here the good judgment technique be- 
comes helpful. It is important to be 
able to select those items that are 
headed for a period of adjustment. 
For instance, in 1956, business spent a 
tremendous amount for new plant and 
equipment. At the same time business 
inventory shot straight upward. An 
adjustment must be made, but in just 
what way it is expected to be made is 
where the forecasters have come up 
with varying estimates and answers. 

It is evident that in making a fore- 
cast about an over-all indicator the 
forecaster must rely on an expected 
percentage change. Getting down to 
specifics is where the forecaster must 
tread cautiously. When a general in- 
dicator is being forecast, the specifics 
within the measure may act contrary to 
what the forecasters have predicted. 
However, there are counterbalancing 
forces that tend to bring about the ex- 
pected results in the general indicator. 


For instance, if the plant expansion was 
expected to be on the increase and falls 
instead, there may be something else 
that will rise after having been ex- 
pected to fall, thus bringing about an 
offset. 

The standards of our economy are 
the criteria that determine what de- 
cisions will be made on production and 
consumption. Several reports reviewed 
below depict how the economy looked 
to the forecasters in September and 
October of 1956 through January and 
February of 1957. The reassuring 
signs were that business investments 
would continue to be on the rise. Gov- 
ernment spending for goods and serv- 
ices should be moving up and foreign 
trade activity should reach a new high. 
The automobile market was optimistic 
and a record Christmas was foreseen. 
In January, less reassuring signs began 
to appear in various fields. 


Predictions versus Actual Develop- 
ments 


Retail Trade. There was an ex- 
pected rise in retail trade in September. 
However, in following the statistics on 
retail trade, it was found that although 
there was an increase in dollar volume 
the rise in prices showed that there was 
little more than just keeping pace with 
the prior year’s results. 

Corporate Earnings. Even though 
sales were up, various expenses kept 
the profits down and there was a lag 
in corporate earnings. 

Expansion. Some industries began 
to show that, perhaps, they had over- 
expanded. Most notable among these 
were agricultural chemicals, synthetic 
fibers, and building materials. 
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New-Car Sales. New-car sales, 
while high, tended to drag in some 
lines. The industry had expected that 
new cars would sell at a faster rate. A 
10 per cent gain for the month of Jan- 
uary 1957 over the month of January 
1956 was expected. Actual sales ap- 
proximated 500,000 as compared to 
484,000 a year ago for the month of 
January. This was below the expected 
10 per cent. 

Much of the slowdown was attrib- 
uted to the tight-money policy of the 
government. Although there might be 
an easing of interest rates, it would not 
be a significant one. The outlook at 
this time changed from the previous 
one of a continually booming economy 
to one in which the boom would reach 
a peak and then start to slow down. 
This was expected to happen early in 
1957. In the second half of 1957, a 
moderate slowing was expected to ap- 
pear in more lines. These were mainly 
in new plant and equipment, inven- 
tories, lumber industries, and the post- 
poning of the building of shopping 
centers because of financial difficulties. 
Tight money also took its toll. (It 
might be added that the course of 
events in 1957 has rather well sup- 
ported these estimates. ) 

In April 1957, the reports showed 
that the general situation was one of 
substantial business strength, although 
many plateaus were appearing. In 
housing starts, however, the annual 
rate was on a steady decline, and this 
became an increasingly disquieting fac- 
tor. 

Scanning the expected gross national 
product, expectations of the various 
surveys indicated that the G.N.P. prob- 
ably would come to a forecasting aver- 
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age of $420 to $430 billion for 1957. 
Although this looks highly promising 
to most forecasters, some view this as 
a drop in the economy. Some econo- 
mists consider the gains as too small. 
They believe this actually may signify 
that in the major components of the 
gross national product there may be a 
drop. Possibilities are indicated espe- 
cially of potential declines in whole- 
sale prices, industrial production, and 
an increase in unemployment. A word 
of caution must be added to indicate 
that G.N.P. does not represent actual 
business experience of each concern 
but that it is a national aggregate. 
There are too many factors contained 
within the total gross product that may 
mislead the forecaster in his predic- 
tions. The inclusion of items that have 
little bearing on the state of business 
activity of the nation, such as food and 
fuel produced and consumed on farms, 
rental value of farmhouses, rental value 
of owner-occupied homes, and the serv- 
ices furnished to persons without pay- 
ment by financial intermediaries ex- 
cept insurance companies, to name a 
few items, serves to make the gross na- 
tional product a measure fraught with 
potential errors. 


Sales as a Measuring Rod 


Many forecasters use sales as a 
business measuring rod. Here, once 
again, there is the possibility of decep- 
tive yardsticks since many companies 
have at times experienced poor earn- 
ings even when they have had a heavy, 
and even increasing, volume of sales. 
For example, in 1937-1938, when the 
economy experienced a marked reces- 
sion, the drop in gross national product 
was only 6 per cent. When the G.N.P. 
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was stable in the years 1948-1949, 
wholesale prices dropped by 5 per 
cent and industrial output by 7 per 
cent. In the same years, we experi- 
enced an increase in unemployment 
and a drop in corporate profits of more 
than 21 per cent before taxes. This all 
falls in line with the earlier comments 
on the evaluation of economic indica- 
tors for 1956-1957 as a whole. In gen- 
eral, the gross national product can be 
forecast with relative accuracy by the 
application of the average rate of rise 
over prior years and by applying this 
rate to the current year. But it is pos- 
sible that the specifics within the gross 
product may be overshadowed by us- 
ing this principle and that the actual 
forecast may be misleading even though 
reasonably accurate on the total. 

For instance, a $12 to $15 billion rise 
in G.N.P. would fail to equal an up- 
surge in industrial output, which is 
soaring to new record highs. Also, the 
volume of goods and services being 
produced at higher prices probably will 
be able to be absorbed by a 3 per cent 
increase in sales from 1956 to 1957. If 
this is so, rather than a rise in the 
economy, in reality there would be a 
retrenchment somewhere. This could 
come by way of lower prices or re- 
duced production and possibly both. 


Long-Range Forecasting 


Few forecasters are willing to make 
predictions on a long-term basis. Gen- 
erally, they have been vague about any- 
thing beyond a quarterly prediction. 

Some economists would make use of 
the gross national product as an ac- 
curate measuring stick. More speci- 
fically, if one is interested in other as- 
pects of production, one could consult 


other indexes. As an example, if one 
wanted to know what the unemploy- 
ment figures of the nation were, then 
one’s job is to rely on unemployment 
data for the index. If the point of 
interest is over-all economic activity, 
then rather than using separate indexes 
which make up a part of the gross na- 
tional product one would do far better 
by using directly the G.N.P. data. To 
be more concise, if it is the purpose of 
the forecaster to analyze and predict 
the revenue of an automobile company, 
for instance, he would be led astray 
completely if he depended on indexes 
of business inventory policy alone. 
Even though it may be accidental, the 
use of the gross national product would 
bring about a more accurate forecast. 

In the final analysis, prices, produc- 
tion, and employment are no doubt the 
most important business indexes used 
for forecasting purposes. 

For the most part, the typical fore- 
caster usually formulates a_ general 
theory of development for the economy 
and then bases his predictions on this 
theory. He keeps close tabs on the 
plans for expansion of new plants and 
equipment and senses that plans for a 
desired output of twenty or thirty 
years hence have a definite, although 
vague, meaning for today. 


Forecasting from Production 


The first thing the forecaster wants 
to know is just what is to be produced 
within the economy during the next 
year. This, of course, is related to 
consumer demand, which again rests 
on the income of the consumers and 
what part of that income will be saved 
and what part will be consumed. 

In order to come to a determination 
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of what next year’s gross national prod- 
uct will be, the forecaster begins with 
the G.N.P. of past years as study ma- 
terials. Each part of the total output 
is measured at its prevailing prices. 
The forecaster considers consumer 
purchases; then he calculates govern- 
ment spending and also the volume of 
gross private domestic investment. 
Thus he is able to have a realization of 
the way in which the country is mak- 
ing use of its available economic re- 
sources. In analyzing the figures, he 
attempts to locate the trouble spots 
and looks for cues to tell him how these 
will affect the economy as a whole. 
Thus we see why separate forecasters, 
in giving the outlook on future eco- 
nomic activity, often come to similar 
conclusions. It is a direct result of 
using the same methods and materials 
for the raw data. 

The economy of America is a fluc- 
tuating one where there have been 
periods of short-run instability and 
then an upward movement once again 
until there is another slip back Be- 
cause of these different cycles of rela- 
tive prosperity and depression, the 
forecaster must make maximum use of 
what may be termed the indicators of 
the economy. It is not just a simple 
process of economic resources flowing 
into productive processes and a stream 
of goods and services flowing out. 
There are ups and downs, and it is the 
forecaster’s job to follow these through 
the use and interpretation of available 
indicators. 


Forecasting from Unemployment 


One of the most important indicators 
that may be used is the nature and ex- 
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tent of unemployment. It is from these 
figures that the forecaster is able to 
determine what the probable potential 
buying power will be. 

Knowledge of how much money is 
in the hands of the public is another 
important factor. Some money will go 
into savings and another much larger 
fraction will be devoted to consumer 
purchases. Exactly how this division 
is made has extremely significant bear- 
ing on the status of business activity. 

Since credit is a vital factor in the 
American economy, the forecaster 
must pay attention to credit movements 
in order to have a better understand- 
ing of how business operations are car- 
ried on through these financial trans- 
actions. 

Other indexes of major significance 
include freight carloadings, steel-mill 
activity, and industrial production. Re- 
tail trade is another business barometer 
of activity that is regarded by econo- 
mists as a good analytical tool. 

When the forecaster looks at this 
over-all picture, he tries to analyze 
how a movement in one segment of 
the economy is related to other areas 
and how it affects them. If, for in- 
stance, there would be a cutback in 
spending by individuals, then the fore- 
caster would look perhaps to the banker 
for a possible curtailment of loans and 
a shrinking of the money supply, and 
thereby generate a whole series of con- 
tingent economic changes. 


Previous Surveys 


The outlook of the different surveys 
mentioned earlier may now be analyzed 
to determine how they compare with 
the current economic indicators. 
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In capital-goods spending, it was 
predicted that there would be no major 
slump and hence no real recession 
should occur. At the present time, this 
has not been true. There has been 
some cutback and a stretch-out, and 
a major curtailment. There has been 
less decline in the sales fields, particu- 
larly at retail. The considerable dis- 
appointment in some areas in the last 
quarter of 1957 contrasts to retail sales 
optimism common for that quarter. 
Businessmen who were optimistic were 
expecting an average rise of about 4 
per cent but have experienced one of 
only 2 per cent, and most of this be- 
cause of price changes. Some are still 
expecting gains in volume rather than 
price. Automobile dealers who ex- 
pected a production of at least 6,500,- 
000 units have had their spirits damp- 
ened and have lowered their estimates. 
New-car sales have been somewhat 
disappointing in the last quarter of 
1957. In general, businessmen had ex- 
pected a higher level of activity for the 
current year than events are bearing 
out. 

The gross national product has been 
running at a rate from $14 to $15 bil- 
lion less than a number of predictions. 
The current rate is close to the estimate 
of the Congressional Joint Economic 
Committee. 

In home building, the expected slump 
took place and continued throughout 
1957 but then recovered well in 1958. 
The tight money situation, no doubt, 
played a hand in this area. The 
easing of money aided builders and 
encouraged them to expand. As far as 
capital outlays are concerned, most 
forecasters had estimated that they 
should be greater than they are. Many 


of the projects that were planned have 
been abandoned or deferred. The cur- 
rent level of actual expenditures in this 
area, however, is expected to be main- 
tained because of some anticipated in- 
creases in the ensuing months. 

It has been observed that the gross 
national product as a whole has been 
predicted with a fair degree of accu- 
racy. This has not been true with the 
components, however. The reason for 
this appears to be that many of the 
forecasts have been made by using a 
percentage basis such as has been ap- 
plied to the G.N.P. itself. As an ex- 
ample, predicting sales six to twelve 
months ahead, most forecasters expect 
a 5 per cent increase on the average 
each six months in physical volume. 
Although this technique for forecast- 
ing the gross national product itself 
may not be too erroneous, it is not 
suitable at all times for determining 
the components of G.N.P. 

Aside from the factors already de- 
lineated, an analytical forecaster must 
give due consideration to a number of 
dynamic forces that have complicated 
ramifications, especially for the business 
community. Among these are changes 
in the rate of population growth, in- 
novations and inventions, the rate of 
technological change, changes in con- 
sumer demand, variations in produc- 
tivity, and the intensity of competition. 
Specific quantitative elements such as 
corporate profits, the rate of new con- 
struction, power output, personal in- 
come, farm prices, and capital outlays, 
all of which will be closely associated 
with the more embracing dynamic fac- 
tors, must be given due consideration. 

A growing number of analysts, in 

(Continued on page 244) 
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The Honor Roll in Retailing 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR. 
Dean, New York University School of Retailing 





John D. Gray 


For more than thirty years the New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
of its kind in the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 
Mu Pi has grown into a national or- 
ganization. 
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In keeping with the high standards 
to which it has adhered since its estab- 
lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When it awards honorary member- 
ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarize some of 
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the major facts about their achieve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to its 
readers, the JOURNAL OF RETAILING 
publishes one or more of these citations 
in each issue. The purpose is twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of information about retailers for 
reference purposes. 

Chosen for recognition in this is- 
sue 1s: 


John D. Gray 


The famous Pharaohs of Egypt wore 
not just a single but a double crown. 
Like them, John D. Gray carries not 
only one distinction, as a national brand 
manufacturer, but also a second, as a 
men’s wear retailer. 

Indiana was his birthplace, Antioch 
his alma mater. In the pattern of stu- 
dents today, this ambitious Hoosier 
spent his college summers working. At 
Mandel Brothers in Chicago he made 
the executive training squad in 1931. 
Because of his desire for specialized 
knowledge, he enrolled for additional 
evening courses at Loyola University. 

By 1942, when he had become a 
divisional merchandise manager, Uncle 
Sam called John Gray into quite an- 
other phase of retailing, the Army Ex- 
change Service. As part of his train- 
ing as a “P.X.” officer, John Gray 
whizzed through Princeton in record 
time—five weeks! His army service 
ended in 1945, with the rank of major. 

He re-entered his civilian career as 
president of the Baskin Clothing Com- 


pany, men’s wear retailers in Chicago, 
a subsidiary of Hart, Schaffner & 
Marx. Within two years came a larger 
challenge, the presidency of another 
subsidiary, the nine Wallach stores in 
New York. He has increased these to 
a lucky thirteen. 

Obviously successful as a retailer, 
John Gray also showed marked ability 
in merchandise development. This 
brought him his double crown, a vice 
presidency in charge of merchandising 
for the parent firm. He is also a mem- 
ber of its board. Thus began the tale 
of two cities; as a president and a 
vice president, Gray commuted between 
Chicago and New York, adroitly co- 
ordinating both his top-level responsi- 
bilities. 

As the proud father of four boys, 
he still finds time to share with his 
sons their enthusiasm for scouting. He 
also pursues his own favorite sport, 
“curling,” an ancient game known to 
only a few modern enthusiasts. 

Highly respected and admired be- 
yond his own industry, John Gray is a 
director of the W. T. Grant Company, 
the Better Business Bureau, and the 
Fifth Avenue Association. He is re- 
gional vice president of the National 
Association of Retail Clothiers and 
Furnishers. In 1950 the Associated 
Men’s Wear Retailers of New York 
named him “man of the year.” 

This May, laurel wreaths came to 
John D. Gray in many forms. The 
Wool Bureau of America decorated 
him with their Golden Fleece Award. 
The National Conference of Christians 
and Jews honored him, Ithaca College 
granted him a doctorate in commercial 


(Continued on page 241) 
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Retail Operating Ratios* 








This section continues a special service for retailers, which appears 
each year in the fall and winter issues of the JouRNAL OF RETAIL- 
ING. The purpose is to inform retailers about sources and contents 
of analysis ratio reports made avai!able to the trade through various 
channels. In order to make the service as complete as possible, we 
should appreciate receiving additional reports from any organiza- 
tions publishing them, as well as information from retailers about 
the availability of any reports not mentioned here. 








Fairchild’s Financial Manual of Retail 
Stores, 31st annual edition cover- 
ing 1957 fiscal year. New York: 
Fairchild Publications, 1958, 93 
pages. $10.00. 


Busy executives, consultants, researchists, 
and educators will recognize the advantages 
of this manual. It brings together financial 
data for 225 major organizations belonging 
to eight retail classifications. This informa- 
tion ordinarily is available only through 
lengthy research. 

The latest facts and figures on assets and 


_ liabilities, net income before taxes, and capi- 


tal and surplus are offered and compared 
with the previous fiscal year. Historical data 
is given. Names of officers and directors are 
listed. Summary material is presented for 
each group of stores. 


Music Stores Occupancy Cost and Ad- 
vertising Cost, 1957 survey. New 
York: E. H. Scull Co. for Na- 
tional Association of Music Mer- 
chants, Inc., 1957, 37 pages. 


On the premise that there should be a rela- 
tionship between Advertising and Occupancy 


* These reports were prepared by Dolores Ben- 
jamin and Herman Radolf. 
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Costs in retailing, the National Association 
of Music Merchants has devoted its 1957 
survey to those two expense items. This 
means that music merchants will find, for the 
first time, detailed information on their two 
greatest cost areas (next to payroll). 

The typical Net Occupancy Cost for 1957 
of 2.94 per cent ranked close to the depart- 
ment-store figure of 2.18 per cent. However, 
the range high was 4.18 per cent, which 
should act as a caution to stores operating 
near or above that figure. Further break- 
downs of this cost are given by volume group 
and by type of store. 

The major portion of the report covers Ad- 
vertising, indicating who performs the adver- 
tising function, the frequency of display 
changes, the detailed costs, media policies, 
and an evaluation of the 100 participating 
stores. 

Probably the most interesting figures in the 
study are the combined Occupancy and Ad- 
vertising Costs. There was considerable vari- 
ation between volume and these costs when 
taken singly. When combined, though, the 
variation was slight among the volume 
groups. The authors feel that this inverse 
relationship supports their original point that 
Occupancy and Advertising Costs should be 
considered as complementary expenses. 
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Operating Results of Floor Coverings 
Retail Stores for 1957, 3d annual 
survey. Published as a_ supple- 
ment to the July 1, 1958, issue of 
Home Furnishings Daily. New 
York: Fairchild Publications, 
1958, 16 pages. Free. 


The average floor coverings specialty store 
participating in this survey reported a 5.1 
per cent increase in sales over the previous 
year. However, the average store in the 
smallest volume group (less than $100,000) 
showed a 2.1 per cent decrease in sales; it 
was only the larger stores in the sample that 
experienced an upturn in volume. 

Although gross margin was down (from 
40.1 per cent to 39.2 per cent) for the aver- 
age store, expenses also were down. Operat- 
ing costs decreased by 2.5 per cent (from 
37.9 per cent to 35.4 per cent). Further 
reversing the trend in most areas of retailing 
was the increase in operating profit for the 
floor coverings stores in this survey. Net 
gain rose from 1.2 per cent in 1956 to 2.2 
per cent in 1957. 

Sixty per cent of the respondent stores 
reported selling on credit in 1957. The num- 
ber of stores using credit plans and carrying 
charges at the end of 1957, however, was 
smaller than it was at the beginning of the 
year. This seems to contradict the generally 
held notion that these practices are rising in 
the retail floor coverings industry. 

The format of the study remains the same 
—easy-to-follow, large tables and many use- 
ful breakdowns of data. 

The study was conducted by the Research 
Division of the New York University School 
of Retailing under a grant from Home Fur- 
nishings Daily. T. D. Ellsworth and David 
Rachman, Director and Assistant Director 
of Research, supervised the study. 


Operating Results of Food Chains in 
1957, by Wilbur B. England. Bu- 
reau of Business Research Bulle- 
tin No. 154. Boston: Harvard 
University Graduate School of 


Business Administration, 1958, 42 
pages. $2.00. 


The year 1957 was one of increased dollar 
sales for the food chains participating in this 
study. However, this increase may have 
come, not entirely from existing stores, but 
partly from new and replacement. stores, 

ligher prices, increased demand by an in- 
creased population, extensive use of prepared 
foods, non-food items—all were contributing 
factors to the 1957 sales rise. 

Stockturn, the key to large-scale grocery 
operation, was down slightly in 1957—from 
13.7 times to 12.3 times. Again, the small- 
volume group enjoyed the largest stockturn, 
probably resulting from the fact that less 
than a third of this group operated ware- 
houses. 

A net profit of 1.46 per cent was reported 
for 30 identically classified food chains for 
which three-year comparisons were made; a 
profit of 1.45 for 41 identically classified food 
chains for which two-year comparisons were 
made. Both figures represented an increase 
over 1956 and compare with other national 
reports for large food chain operators. 

The Harvard report gives highly com- 
parable historical data by producing sepa- 
rate tables for different groups of respond- 
ents. Extensive analysis is made of each 
table. Some functional expenses are consid- 
ered in detail. Section IV contains supple- 
mentary information which is useful in meas- 
uring trends in grocery distribution. The 
data collection sheet used in this survey is 
reproduced in its entirety, in addition to a 
separate section containing definitions and 
explanatory notes. 

Mr. England is professor of business ad- 
ministration at Harvard University. 


Operating Results of Variety Chains in 
1957, by Anita C. Hersum. Bul- 
letin of Business Research No. 
153. Boston: Harvard University 
Graduate School of Business Ad- 
ministration, 1958, 37 pages. $2.00. 


Sales for variety chain operations in 1957 
were only moderately above those of 1956— 
a 1.7 per cent increase. This figure ranged 
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from 1.2 per cent in the smallest chains to 
6.2 per cent in the largest chains. While 
gross margin was at a new high of 38.9 per 
cent, stockturn was at a new low of 3.6 times. 
Total expenses rose to 34.5 per cent and 
operating profit was down to 4.5 per cent. 

These and other findings of the 27th annual 
Harvard study are based on figures submitted 
by 43 chains, with 1957 sales volume of $2.3 
billion, an estimated 75 per cent of the total 
variety chain business in the United States. 

The bulletin appears in two sections. Sec- 
don I concerns itself with trends which are 
discernible in the figures gathered over a 
period of years—principally the figures sub- 
mitted by identical firms. Section II concerns 
itself with operations for the year 1957 alone. 

Miss Hersum is research associate at Har- 
vard Graduate School of Business Adminis- 
tration. 


Retail Jewelry Store Survey, Operating 
Costs Study (1957 operating sta- 
tistics). New York: Retail Jewel- 
ers of America, 1958, 24 pages. 


This report of 1957 operating statistics is 
the first joint statement of figures since the 
two national jewelry groups merged last 
year. Therefore, to give members some 
basis for comparing their figures to this and 


previous studies, separate tables have been 


made for jewelers doing most of their busi- 
ness on a cash basis and for jewelers con- 
ducting a major share of their business on 
credit terms. Over-all tables are also offered. 

A new and streamlined format has been 
used this year. Easy-to-read tables covering 
range and median figures show the retailer 
what the lower, middle, and top percentages 
for every phase of operations are. Many 
dollar figures are stated. 

The sample of 223 reporting stores is com- 
prised of 41 per cent predominantly cash 
operations and 57 per cent predominantly 
credit operations. Thirty-eight per cent of 
all stores did less than $25,000 sales volume 
in 1957. This size store is also the largest 
single component (48.6 per cent) of the 
jewelry stores tallied by the United States 
Census of Business. 

The net sales of the average store in 1957 
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totaled roughly $114 thousand. After this 
average store had paid for its merchandise 
and expenses, it had $5,520 remaining as 
profit before taxes. A new ratio which shows 
the relationship of profit dollars to average 
dollars invested in inventory at cost gives a 
much brighter profit picture—a $.25 return 
before taxes for each dollar invested in inven- 
tory. 

December saw the average store doing 
22.4 per cent of its total yearly volume. This 
varied only about 2 per cent in either direc- 
tion among volume groups. 

Diamonds led as sales producers, account- 
ing for one fifth of total store business. 
Watches and clocks were next. About 13 
per cent of the average store’s volume came 
from appliances, electric shavers, radio and 
television, and leather goods. 

This study was prepared for Retail Jew- 
elers of America by the Research Division of 
the New York University School of Retail- 
ing. David Rachman supervised the study 
under the general direction of T. D. Ells- 
worth. 


Survey of Wholesale Grocers’ Profit 
and Loss Figures, compilation and 
analysis of 1957 operating results, 
by John R. Bromell. Washington, 
D.C.: United States Wholesale 
Grocers’ Association, Inc., 29 
pages. 

Operating costs for wholesale grocers were 
lower in 1957 than in any previous year the 
survey has been made. They equaled only 
6.43 per cent of sales. This did not help the 
profit situation, however, as both gross and 
net profits were at a new low also in 1957. 

Annual turnover was the highest ever re- 
corded—11.06. Smaller-volume stores had the 
lowest rate of turnover and the larger stores 
had the highest. Ending inventory was found 
to be slightly higher than beginning inven- 
tory. 

Apart from the operating data presented 
in this report are a number of other tables; 





for example, “Radius of Territory Served,” 
“Types of Customers Served,” “Credit Terms 
to Customers,” and “Non-Grocery Lines Car- 


(Continued on page 241) 











Book Notes* 


Land: The 1958 Yearbook of Agricul- 
ture. Washington, D. C.: The 
United States Department of Ag- 
riculture, xi plus 605 pages. $2.25. 


This volume deals with the land Ameri- 
cans have, use, and need. It treats the im- 
portance of land in our history and growth, 
the use and management of public lands, the 
income and evaluation of land, resources and 
prospective needs, and emerging problems 
of ownership and control. It particularly 
emphasizes the profound changes that have 
taken place in American life, and attempts 
to interpret each in relation to land re- 
sources: the growth of population and cities ; 
the growth of the size of farms, and the de- 
cline of farm population; the use of millions 
of acres for highways, airports, factories, 
and subdivisions; the expanding number of 
part-time and residential “farms” of those 
who want to live both in the country and in 
the city; and the need for group action as 
the problems grow too large for the indi- 
vidual. 

The text is liberally illustrated with pic- 
tures, charts, and statistical tables. Generally, 
it is easily read and, as a whole, constitutes 
“must” reading for business and civic lead- 
ers sincerely interested in making the most 
effective use of the country’s land resources. 


Parking, by Geoffrey Baker and Bruno 
Funaro. New York: Reinhold 
Publishing Corp., 1958, 202 pages. 
$9.50. 


This book presents photos and plans of 
parking lots, ramp garages, parking decks, 
underground garages, and elevator garages. 
Examples are drawn from large cities and 
small towns. They range from suburban 
shopping centers to downtown stores, from 


* Unless otherwise noted, Book Notes were pre- 
pared by Theodore D. Ellsworth. 
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office buildings to fringe parking lots con- 
nected by bus to downtown. Special atten- 
tion is given to plans for redevelopment of 
existing cities, and there are suggested zon- 
ing requirements for parking and freight 
dock space. 

To solve the problem of the layout of 
parking space, there is a special ten-page 
section of easy-to-use diagrams and _ tables. 
These illustrate parking patterns and stall 
sizes for most advantageous use of a given 
site under various parking conditions. 

Architects, engineers, town planners, mer- 
chants, bankers, city officials, and members 
of Planning, Zoning, and Parking Commis- 
sions should find this volume a useful addi- 
tion to their professional libraries. 

Geoffrey Baker, at Yale University’s Grad- 
uate Program in City Planning, is presently 
engaged in a special research project con- 
cerned with urban regional growth. The late 
Bruno Funaro was assistant dean of the 
School of Architecture at Columbia Univer- 
sity, acting as head of the evening school. 


Review of Consumer Behavior—Re- 
search on Consumer Reaction, ed- 
ited by Lincoln H. Clark. New 
York: Harper & Brothers, 1958, 
550 pages. $6.50. 


Whether you like to think of it as “hunch” 
or “insight,” most practitioners as well as 
researchers feel happier about their subjec- 
tive approaches when data is produced to sup- 
port them. 

Those operating in consumer products pre- 
sumably will rest comfortably, knowing that 
their hunches about the consumer, derived 
from cash receipts, can now be supported by 
more extensive data. The third volume issued 
by Consumer Behavior, Inc. is a valuable 
contribution to consumer research if only 
for the extensive review and annotated bibli- 
ography of recent research on consumer be- 
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havior by Professor James Morgan of the 
Survey Research Center at the University of 
Michigan. 

The major portion of the articles concerns 
the consumer’s reaction to innovation in prod- 
uct and style. In “Consumer Reaction to 
Product Innovation,” Wroe Alderson indi- 
cates the range of reasons why people buy. 
Eva Mueller contributes an article on “The 
Desire for Innovations in Household Goods.” 
Additional articles include “Consumer Prod- 
uct Acceptance Rates” by A. C. Nielsen, Jr.; 
“Sociological Factors Favoring Innovations,” 
by Robert J. Eggert; “Product Changes and 
Consumer Reactions” by Alfred Politz. There 
is a noteworthy contribution to both  socio- 
economic article writing and the automobile 
market called “Autos in America: Manifest 
and Latent Destinies” by David Reisman and 
Eric Larrabee. 

Part two of the bock includes papers sub- 
mitted at a conference on consumption and 
economic development in Western economics. 

AARON FEINSOT 


The Buyer’s Manual. New York: Mer- 
chandising Division of the Na- 
tional Retail Merchants Associa- 
tion, 1957, revised edition, 433 
pages. 


This volume was last revised in 1949. It is 
intended to serve both practical merchan- 
dise executives and students of retailing. The 
new edition includes additional material on 
old subjects and new chapters on subjects 
of growing interest in the field. Each chap- 
ter is written by a recognized leader in his 
particular area—either a practising retailer 
or an educator in the field. Among the con- 
tributors are: Richard C. Bond, president, 
John Wanamaker; Lewis B. Sappington, 
formerly senior vice-president, the J. L. Hud- 
son Company; Max Robb, president, Lit 
Brothers; Sidney Solomon, president, Abra- 
ham and Straus; Wade McCargo, president, 
McCargo-Baldwin Co.; and J. H. Calvert, 
president, Joske’s. 


The Changing of Organizational Be- 
havior Patterns: A Case Study of 
Decentralization, by Paul R. Law- 
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rence. Bostor: Harvard Univer- 
sity Graduate Sciool of Business 
Administration, Division of Re- 
search, 1958, xi plus 239 pages. 

This study deals with the administration 
of change, not technological change affect- 
ing workers and supervisors, but organiza- 
tional change affecting personnel at mana- 
gerial levels. The setting of the study is a 
medium-sized supermarket chain in which 
several important managerial functions were 
being shifted from the home office to newly 
created store managers. The study considers 
the origin and reasoning behind these organi- 
zational changes, the methods of introducing 
the changes, the process of shifting the or- 
ganizational roles of key individuals, and the 
consequences of the changes in the organi- 
zation. 

The author, Paul R. Lawrence, associate 
professor of business administration at Har- 
vard Business School, is co-author of an 
earlier study of the effects of technological 
change in the day-to-day operations of a fac- 
tory entitled Administering Changes, pub- 
lished by the Division of Research in 1952. 


Dictionary of Personnel and Indus- 
trial Relations, by Esther R. 
3ecker. New York: Philosophical 
Library, Inc., 1958, 366 pages. 
$10.00. 


This dictionary includes 2,468 entries and 
521 cross references covering, among other 
subjects: industrial relations practices ; man- 
agement techniques; trends in training; a 
listing of personnel and industrial relations 
associations; publications dealing with indus- 
trial, labor, and personnel relations; and col- 
leges and universities conducting personnel 
and human relations research and offering 
courses in those areas. The volume should 
prove a worth-while addition to any business- 
man’s library. 


Antitrust Policies, Volumes I and II, 
by Simon A. Whitney. New 
York: The Twentieth Century 
Fund, 1958, xxiii plus 560 pages 
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and x plus 541 pages. $10.00 (two 


volumes ). 


These volumes present the results of a sur- 
vey of the impact of antitrust legislation in 
twenty different industrial areas. They dis- 
cuss precedent-setting cases such as the dis- 
solution of the Standard Oil and American 
Tobacco Companies in 1911, the consent de- 
cree in the meat-packing industry in 1920, 
and the “divorcement” decree in the motion- 
picture industry in 1948. The material is 
presented in nontechnical language that can 
be comprehended by expert and layman alike. 
The concluding chapter sets forth a policy 
statement by The Twentieth Century Fund’s 
Committee on Antitrust Policy. 

Simon A. Whitney is chief economist and 
director of the bureau of economics of the 
Federal Trade Commission. 


The Good Business Treasure Chest, 
selected by James H. Decker. New 
York: Hawthorne Books, Inc., 
1958, 365 pages. $4.95. 


This anthology is compiled from more than 
four hundred issues of Unity’s magazine, 
Good Business, spanning the period from 
1922 to 1957. The affirmations which intro- 
duce each chapter are taken from one of the 
magazine's most popular features, the monthly 
“Calendar of Activity,” written by Clinton E. 
Bernard. Its thesis is that business is really 
more than activity for the purpose of making 
money .. that businessmen have discovered 
that the old way of “let the buyer beware” 
is poor business ... that businessmen find 
when they help customers they truly help 
themselves. 

Among well-known contributors of articles 
are J. C. Penney, founder and head of the 
nationally known chain of retail stores which 
bears his name; Goodwin Knight, former 
Governor of California; Lloyd C. Douglas, 
author of such books as The Robe; Marcus 
3ach, professor of comparative religion at 
the University of Iowa and author of many 
books including The Circle of Faith; and 
Lowell Fillmore, president of the Unity 
School at Lee’s Summit, Missouri. 

People who read the volume should find 
many helpful suggestions and much encour- 


agement for making money, together with 
ideas on how to get happiness from their 
work. 


Speaking for Results, by Ralph A, 
Micken. Boston: Houghton Mif- 
flin Co., 1958, xiii plus 209 pages. 
$2.75. 


Here is a volume that is intended to help 
people speak effectively. It treats all aspects 
of public speaking, including the speaker, 
his delivery and language; the audience; the 
idea ; the selection and arrangement of points; 
supporting materials; and typical speech sit- 
uations. The subject matter is amply illus- 
trated with drawings and with materials from 
talks by well-known speakers. 

Ralph A. Micken is associated with South- 
ern Illinois University. 


This Is Magic: Secrets of the Con- 
jurer’s Craft, by Will Dexter. 
New York: The Citadel Press, 
1958, 205 pages. $3.50. 


Here is an interesting and thought-pro- 
voking book on magic. It relates the secrets 
and stories of the great magicians and pro- 
poses solutions to problems that have puzzled 
magic historians for many years. Chapter 
headings include: “The Secrets from the 
Tomb,” “It’s Ali Done with Mirrors,” “The 
Lady Vanishes,” “The Trick that Never 
Was,” “Sawing a Woman in Half,” “The 
Legend of Houdini,” and “The Four Aces 
of Card Magic.” 

Teachers should find this volume particu- 
larly intriguing in that it demonstrates effec- 
tively how to make the presentation of 
various types of subject matter dramatic and 
interesting. 

Will Dexter is an accomplished magician 
and successful showman. 


The Essence of Management, by Mary 
Cushing Niles. New York: Har- 
per & Brothers, 1958, xvi plus 398 
pages. $6.00. 


This book presents a comprehensive in- 
terpretation of modern management theory 
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and practice. It describes the enterprise— 
either business or other—as a system of 
co-operative activities and explains basic 
management concepts in relation to the social 
process of achieving objectives. The result- 
ing synthesis provides the American reader 
with a set of principles for democratic leader- 
ship and with ideas that should enable him 
better to interpret American methods and 
achievements to the people of other countries 
who look to the United States for inspiration 
and guidance. 


Work Simplification: Creative Think- 
ing about Work Problems, by 
Robert N. Lehrer. New York: 
Prentice-Hall, Inc., 1957, xiv plus 
394 pages. $9.25. 

This volume deals with increasing work 
production and solving work problems. It 
stresses the importance of the human factor 
in work simplification, emphasizing particu- 
larly the value of creative thinking. Among 
the topics discussed are the relationships of 
work simplification to automation, electronic 
data processing, human engineering, and op- 
erations research. 

Robert A. Lehrer is professor of industrial 
engineering, Georgia Institute of Technology, 
and Editor-in-Chief, the Journal of Indus- 
trial Engineering. 


Honor Roll in Retailing 
(Continued from page 234) 


science, and the New York University 
School of Retailing welcomed him as 
an honorary member of Eta Mu Pi. 
In recognition of his singular achieve- 
ments as merchant, manufacturer, civic 
leader, commuter, soldier, curler, Eta 
Mu Pi was pleased to add its token 
of appreciation to the many laurels he 
has received. 
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Retail Operating Ratios 
(Continued from page 237) 


ried.” In all, the report offers a comprehen- 
sive and unusual picture of the wholesale 
grocery business. 

Mr. Bromell is operations consultant to the 
association. 


29th Annual Business Survey National 
Association of Retail Clothiers and 
Furnishers combined with 14th 
Annual Men's Wear Magazine 
Survey of Operating Experiences. 
Published as part of the 1958 fact 
issue of Men’s Wear Magazine. 
New York: Fairchild Publica- 
tions, 1958, 15 pages. 50 cents. 

This year’s report of men’s wear retail 
operations is based on the largest return (235 
replies) in recent years. While the format 
of the report is the same as in the past, the 
order of tables has been changed somewhat 
to give greater clarity to the survey. Also, 
the report has been streamlined by the elimi- 
nation of several tables. All changes were 
made to facilitate the use of this report for 
the busy merchant. 

An expanded credit section is offered, 
showing the status of credit practices among 
the reporting stores. It also reveals the 
changes in these practices that have taken 
place during 1957. For example, one fourth 
of those stores reporting the use of 30-day 
credit at the beginning of 1957 had dropped 
it by the end of the year. 

Under “All Stores Operating Experiences” 
is listed the data for stores handling men’s 
wear only and for stores which also handle 
women’s wear. With the figures side by side, 
it is easy to compare operations for the two 
types of stores. Only slight differences in 
their operations appeared—profit was 3.5 
per cent for the former group of stores 
against 3.3 per cent for the latter group. 
Expenses were 34.0 per cent against 34.8 
per cent. 

This study again was conducted by the 
New York University School of Retailing 
under a grant from Men’s Wear Magazine. 
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Long-Term Trends in Retailing 
(Continued from page 215) 


face of these forces, it is clear that 
the smaller retailers must yield up a 
steadily larger share of the business to 
the giants. 

Some of the forms which competi- 
tion will assume in the years ahead are 
already in evidence. One of these is 
the increasing dependence upon the so- 
called “private label” and store brands. 
The huge food retailers, especially the 
A & P Stores, and such chains as Sears 
Roebuck, J. C. Penney Company, Al- 
lied Stores, Walgreen’s, Western Auto 
Supply Company, and many others 
now push their own brands against 
those of the nationally advertised prod- 
ucts. As the larger retailers face the 
multiplicity of new products, and the 
“trading up” policies of manufacturers, 
this solution of offering merchandise 
under either their own name or that of 
an unadvertised manufacturer will be 
applied to still more products by addi- 
tional retail operations. Generally, the 
stores’ own brands are priced below 
the corresponding nationally advertised 
products. 

At the same time, the discount op- 
eration flourishes on the products of 
the national advertisers, and benefits 
further from its ability to stock shorter 
lines, excluding the products of many 
producers. Since the discount house 
achieves faster turnover and offers 
lower prices, it must continue to exert 
pressure upon all lines of retailing 
carrying similar products. As store 
brands become more of a refuge of 
the larger retailers, it would appear 
that the long-run tendency will be an 
increasing dependence of the branded 


lines upon the smaller independent and 
on the discount house. This puts the 
independent smaller dealer into a most 
unequal contest. One way out for both 
dealers and many manufacturers will 
be distribution policies restricting lines 
to specific and selected retailers. 

Obviously, these developments will 
vary in intensity by product and by 
lines of retailing. The food chains are 
probably doing a larger proportion of 
their volume in their own brands than 
most other lines of retailing, but on the 
other hand the major manufacturers 
and processors in this field are also 
among the dominant advertisers in the 
United States and can maintain their 
position while the smaller manu factur- 
ers lose out or resort to “private label” 
merchandising. Sears is an example of 
a retailer who carries none of the na- 
tional brands in many departments, 
including appliances and soft goods. 
Penney sells practically nothing but its 
own brands. The syndicate stores still 
depend upon the national brands for 
much of their volume in those depart- 
ments in which advertised merchandise 
is known to the consumer. But they, 
too, place “private label’? merchandise 
in competition with the advertised 
brands. 

We have seen, in the postwar years, 
how the automobile industry has dif- 
fused its product identification with 
the multiplicity of models and brand 
names. A similar trend is evident in 
many other lines. In addition, a cor- 
responding diffusion of identity is evi- 
dent in the similarity in physical ap- 
pearance of the supermarkets, the syn- 
dicate stores, the drug chains, the auto 
accessory chains, the filling stations, 
and other retailers. On top of this loss 
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of identity in products and outlet, there 
is the further confusion caused by the 
appearance in many new outlets of 
products formerly confined to one 
channel of distribution. 

With these changes comes a dis- 
cernible diminution in the loyalties of 
the consumer to individual retailers and 
to specific products. And every at- 
tempt to woo the consumer with more 
service, with more personal attention, 
with anything more than “institutional” 
advertising, adds to the expense of the 
retail operation. 

Another form which competition will 
be taking will be the more extensive use 
of consumer credit. The men’s cloth- 
ing retailers of the country are begin- 
ning to flock into installment selling 
programs, to take one of the most re- 
cent converts. This will be a solution 
attempted by more and more retailers, 
although the food stores, as yet, have 
not even entertained the idea. Perhaps 
the day is approaching when a family 
will make all its purchases on an Ameri- 
can Express Credit Card! But install- 
ment selling simply represents a lien 
on future income, and at the same time, 
results in a restriction of the buying 
decisions a family can make with its 
reduced amount of ready cash. 

Because there are physical limita- 
tions upon the number of new prod- 
ucts and the total inventory a retailer 
can carry, and because there are income 
limitations upon the variety and quan- 
tity the consumer can buy, the intensity 
of competition is bound to grow on 
both the producer and the distributor 
level. The excess capacity of both our 
industry and our retail system is es- 
pecially marked in the case of the 
larger organizations. The elimination 
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of the smaller manufacturer and the 
smaller dealer therefore corresponds to 
the utilization of some of the over- 
expanded capacity of the huge opera- 
tions. 

This, then, is the climate in which 
consumer products and services will be 
moving during the years immediately 
ahead. It presents a gigantic challenge 
to the ingenuity of marketing by manu- 
facturers and merchandising by retail- 
ers. It offers, as well, a challenge to 
the very concept and existence of free 
competition. 


Food-Chain Dilemma 
(Continued from page 220) 


As a corollary to the above, im- 
portant contracts may tend to be made 
to a great extent at chain branches or 
headquarters. This would make the 
position of many manufacturers’ sales- 
men come under review in this battle 
for survival. Some salesmen possibly 
could be eliminated, and/or their func- 
tions could be changed to those of set- 
ting up displays and other merchandis- 
ing activities. 

Within the past twenty-five years, 
developments in food-store retailing 
have been almost revolutionary. Gov- 
ernmental policy on curbing mergers 
will affect the trend, of course, but 
certainly the economic forces in food- 
chain distribution today are marshaled 
in favor of bigness. 


Handling Price Changes 
(Continued from page 210) 


fore the initial buying of the 
next season’s line. 

4. Time retail price increases 
when retail stocks are high to 








244 


6. 





JOURNAL OF RETAILING 


provide the greatest possible 
inventory profit to offset any 
subsequent markdowns if the 
new higher price meets with 
consumer resistance. If possi- 
ble, allow time for retailers to 
cover themselves at regular 
prices prior to the effective 
date of the price increase. In 
ready-to-wear, because of the 
nature of the merchandise in- 
volved, no waiting period is 
necessary between the an- 
nouncement and the effective 
date of the price increase. 
Time retail price decreases 
when retail stocks are low to 
minimize possible markdowns. 
Give at least thirty days’ no- 
tice so that retailers can 
liquidate existing inventories 
at normal profit rates, and 
perhaps buy more at new lower 
costs and sell at regular price 
to offset inevitable markdowns 
on the effective date of the 
price change. 

When instantaneous price re- 
ductions are scheduled, com- 
pensate the retailer for the de- 
creased value of his inventory. 
However the price change is 
handled, it should not favor 
some retailers more than 
others. 

No manufacturer should make 
a price change in his costs so 
that the retailer is forced to 
put on a retail that takes away 
the normal markup. Small cost 
increases should be absorbed 
by the manufacturer when 
competition or natural price 
lining prevents the retailer 
from raising the retail price. 
The retailer and manufacturer 
should operate as a team when 
price changes have to be made, 
so that as small a loss as possi- 
ble to both can be arranged. 


The basic agreement in retailer at- 
titudes toward the handling of price 
changes suggests that a firm policy 
should be adopted by the trade in deal- 
ing with manufacturers. A great deal 
of caution and consideration are indi- 
cated in connection with the handling 
of price changes by manufacturers. 


Forecasting Economic Activity 
(Continued from page 232) 


view of the current uncertainty in the 
economy, have changed their commen- 
tary on the business outlook from a 
general forecast to a description of 
economic data, pointing out varying 
possibilities depending on how a num- 
ber of variables might act in the fu- 
ture. This is especially true among 
governmental agencies that fear official 
statements concerning the future of 
the economy might accentuate the 
movement in a particular direction by 
creating psychological waves of over- 
optimism or overpessimism, rather than 
to arrest a particular pattern of action. 
Hence, at the present time, when the 
direction of many of the economic indi- 
cators may be changing, we may look 
for more projections and surveys of 
intentions rather than outright fore- 
casts. The former allow more leeway 
for subjective qualifications yet still 
may reduce the uncertainties that fol- 
low when no economic analyses are pre- 
sented for the businessman to guide 
him in formulating decisions about the 
future. 
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